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Corporate downsizing has become a common occurrence in today's business
world. As a result, many employers and employees no longer believe and cannot
sustain the concept of lifetime employment. Several views on the breaking of this
psychological contract and its implications on workplace loyalty and trust are offered
from both the manufacturing and service industry's perspectives.
The way we live and work is changing at an alarming rate. Rapid technological
advancements enable employees to work from remote locations while communicating
with their organization and coworkers in real-time. These break-through capabilities
bring new challenges to the organization and the employee. In addition, the
expectations of the employee have increased to include increased flexibility and
movement. The mobile nature of the employee introduces new challenges and
opportunities that may remain unrealized.
The rise of free agency is impacting organizations. This concept changes the
way we view the organization, the employee, work itself and the relations between
them. Understanding the changing needs of the workforce is central to managing
employee retention and key to success of the business. Employee retention contributes
to the profitability of the organization and employees are the organizations most
valuable assets.
Organizations can potentially prosper while employing a workforce of free
agents, however, the systems, processes, organizational culture and
employee-
employer relations must be transformed to ensure employee-employer cohesiveness.
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This qualitative study investigates the elements collected from nine face-to-face
interviews (open-ended questions). These elements are believed to affect
organizational culture, employee retention, job satisfaction, organizational effectiveness
and profitability.
Through the process of evaluating interviews observations, phenomenological
theory, inductive reasoning and analysis, we interpret the findings in a logical form.
This is the first step to understanding the concept of free agency and the impact
of the concept on the organization.
The outcome of the study should reflect that the American workforce might be
changing faster than the organization's ability to transform. Organizations that prosper
will be those that recognize the need for change and that can successfully transform
their organization to nurture free agency. Companies that fail or refuse to change will
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"The people who have been living in a world which always told them what to do
- which made life easy for them and told them what the next step was, and put them on
an escalator so to speak - this world never let them discover theirweaknesses and
failures, not to mention their
strengths."
(Maslow, 1943, pg. 370)
The reality of a person's employability hits hard when you look at the grim scene
being played out in many offices across America. In an effort to decrease cost and
increase profitability, corporations are cutting their workforce.
The loss of employment and/or simply the fear of the loss of employment has
employees evaluating their skills and wondering whether they have the knowledge and
experience necessary to secure future employment. For many, years of security in a
paternalistic structure have led to unmarketable skill sets.
Maslow argued that human beings had deeper motivators than simply seeking
rewards and avoiding punishment. He maintained that our highest need
- what makes
us human was what he called self-actualization, the yearning to engage our talents
and realize our potential. Self-actualization, hierarchy of needs, and peak experiences
summarize Maslow's theory and serve as the basis for understanding the concept of the
free agent.
The largest employer in the U.S. is not General Motors or Ford, Microsoft or
Amazon, but Manpower, a temporary employment agency. (Pink, 2001, pg. 14) This




-the job-hopping, tech-savvy, fulfillment-seeking, self-reliant,
independent worker is transforming the way we think, work, and live. An economic




Freedom, authenticity, accountability, and self-defined success comprise the new
free agent work ethic. Pink offers an emerging work credo: "Working hard for a far-off
reward is often a valuable experience, but the act of work itself should produce its own
intrinsic rewards. And since no position is permanent - but other positions are usually
available and destitution is not around the bend - you might as well enjoy what you do.
Produce quality work that's a genuine reflection ofwho you are. Use your freedom to
accept responsibility for your work. Decide for yourself what constitutes success. And if
you're not having fun - at least some of the time you're doing something
wrong."
(Pink, 2001, pg. 65)
In summary, free agents have refashioned work ethics into a free agent work
credo composed of four key elements: having freedom, being authentic, putting
yourself on the line, and defining success on your own terms.
As the concept of the free agent rapidly takes root, significant challenges surface
for the organization. Job security can no longer be a guarantee; the benefit package
must be re-examined to ensure that it meets the needs of the mobile work force;
ongoing professional development must be a priority; and the driving force must be
training. Organizations that fail to recognize and respond to the changing environment
are destined for failure.
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Problem
The fundamental changes taking place in the work force will demand that the
workplace dramatically alter the way companies relate to their employees. Many
organizations fail to allow the pursuit of a person's highest potential. Learning new skills
is a requirement for the free agent, seeking to continuously learn and acquire additional
knowledge.
The vast majority of organizations continue to function in a culture, which views
training and development as an expense, and fail to see, not only the benefits, but also
the necessity of allocating additional resources to their training programs.
The mobile nature of the free agent could potentially disrupt the efficiency and
productivity of the organization. Employee turnover increases expense to the
organization and the quality of output can be compromised. From these real-time
issues several questions evolve:
Does the success of the free agent occur at the expense of the
organization?
Is the free agent concept right for all organizations?
How does the organizational culture change as a result of the
increasing demands of the employees?
How accountable is the organization for the employee's
professional growth and development?
What impact does the free agent concept have on the
organization's level of creativity?
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Is the quality of output (product and service) jeopardized by free
agency?
This study is a quest to analyze the various responses to these questions,
stemming from several manufacturing and service environments, and the connection
between the success of the free agent and the profitability of the organization.
Purpose
This qualitative study will investigate the characteristics of the free agent, the
rapidly changing work environment, the breaking of the psychological contract and its
impact on employee/employer trust, and the implications of the mobile workforce on the
organization's profitability.
The outcomes of the study should be three-fold:
1 . To determine what changes are necessary within the organization to
attract, attain and retain free agents.
2. To analyze the impact these changes have on the company's level of
efficiency, productivity, creativity, quality and profitability.
3. To research methods for motivating employees, increasing the level of
customer satisfaction, nurturing trust within the organization and
maximizing profitability, while simultaneously satisfying the evolving
compensation demands of the employees.
Assumptions
The primary objective of the vast majority of organizations is to maximize
profitability. Many strategic decisions are focused on the short-term gains with
disregard to the long-term implications of their decisions. The individuals interviewed
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for the purpose of this study may believe that their objectives and actions are in the best
interest of the organization. Nevertheless, their practices may not be of benefit to
long-
term organizational success. This differentiation is clarified as the study proceeds.
An assumption is also made that previous research has shown the importance of
employee-employer trust and loyalty to the success of the organization.
It is assumed that the analysis of the interviews will reveal the importance of
corporate culture change and the retention of the free agent, and that few managers
have considered the impact of the emergence of the free agent on corporate
profitability. It is also assumed that the study will reveal a connection between loyalty,
trust, career development and the retention of the free agent.
It is assumed the employee turnover is an expense to the organization and that
retention has a positive impact on the workforce and the organization.
An assumption is made that the breaking of the psychological contract has
implications on organizational trust and loyalty.
Significance
Organizations are changing rapidly. Last month a new list of employers
- AOL,
JCPenney, Lucent Technologies and Sara Lee - announced massive cutbacks.
Combined these increase the national layoff tally to an eight-year high. Today, fewer
than one in ten Americans now work for a Fortune 500 company.
The lean-and-mean concept of the restructuring of corporations results in the
churning of employees and the demand for higher skill sets. In our society, the
short-
term bottom-line performance increasingly drives organizations; however, it is often at
the expense of the employee's trust which in turn impacts employee retention. In the
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past, employee trust and retention were believed to have a direct correlation with the
quality and quantity of output. As corporate downsizing impacts the organizational
culture a new buzzword surfaces; "employability". The concept of employability
replaces the broken psychological contract, and the concept of the free agent takes
root. Knowledge-based competition among individuals replaces seniority and tenure,
and the less-secure work environment is filled with a "what's in it for
me?"
attitude. Can
the skill, mindset and loyalty of the free agent and this new culture increase the
profitability of the organization, while simultaneously maintaining or improving the level
of income and benefits once realized? Can the organization maintain productivity and
profitability, while providing rewarding, yet temporary, careers for contract workers?
What are the advantages and disadvantages of the free agent concept to the employee
and the organization? Does the concept impact both the service industry and the
manufacturing industry to the same degree? This study seeks to understand these
questions, and predict the impact of the free agent concept on the independent worker
and the organization.
The vitality of organizations and the employability of people are central to the
economic success of our country, businesses in all industries, and the work force.
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Definition of Terms
Learning Organization: An organization that is continually expanding its capacity to
create its future (Senge, 1990, p. 14).
Behavior: The actions or reactions of persons or things in response to external or
internal stimuli.
Downsizing: The reduction of the size of an
organizations'
workforce.
Free agent: An independent worker. An individual who takes charge of his or her own
career.
Paternalistic Structure: A policy or practice of treating or governing people in a fatherly
manner, especially by providing for their needs without giving them rights or
responsibilities.
Social Contract: An agreement among the members of an organized society or between
the governed and the government defining and limiting the rights and duties of each.
The Peter Principle: The theory that an employee within an organization will advance to
his or her level of competence and remain there.
The Organization Man: An employee who sacrifices his own individuality for the good of
an organization.
Social Contract: Voluntary agreement among people defining the relationship of
individuals with one another and by this process forming a distinct organized society.
Trust: Firm reliance on the integrity, ability, or character of a person.
Compensation: Something, such as money, given or received as payment.
Benefit Package: A payment made or an entitlement available in accordance with a
wage agreement.
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Employee: A person who works for another in return for financial or other compensation
Empowerment: The act of authorizing.
Accountability: Liable to be called to account; answerable.
Knowledge: The state or fact of knowing.
Hierarchy: Categorization of a group of people according to ability or status.
Self-Actualization: To develop or achieve one's full potential.
Authenticity: The quality or condition of being authentic, trustworthy, or genuine.
Freedom: The condition of being free of restraints.
Flexibility: Responsive to change; adaptable.
Summary
The key concept of the free agent is that employees must learn critical skills to
ensure their employability. Learning and people development must be the driving force
throughout all aspects of the business. Employees must commit themselves to
continuous learning to develop the necessary critical skills. The days when someone is
promoted because of who they know or how well they play in corporate politics are
coming to an end. What is most important is what the employee knows and how well
they perform their job. This concept will not be easy for many individuals. People have
different comfort zones. Managing a career may not be of interest to everyone.
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Continuous learning will require time devoted to developing new sets of skills. Time is
of great value to people, and they may not be willing to give it up for additional training.
Adopting a free agent concept will not be easy. It will require a synergy between
the business strategy, employees, and measures and rewards. Many companies that
have implemented the free agent concept have noted many strategic, operational and
financial benefits. The strategic benefits include greater employee loyalty and
commitment to business goals, a way to drive cultural and behavioral change, a
stronger corporate image to key stakeholders, a competitive position with labor markets,
and improved customer relationships and customer satisfaction.
The potential problem is the fact that not all organizations recognize the growing
phenomenon of free agency and the outcome of their failure to adapt to change. Many
organizations continue to operate business as usual oblivious to the changing
environment. Some organizations attempt to employ free agency without recognizing
the need for the organization's structural and cultural change. This study seeks to






This review of literature will include topics concerning the concept of free agency
and the success of the organization. It begins with the downsizing of organizations and
the effects on employee motivation, trust and self-esteem. It examines the employee's
emerging mobile nature and the changing compensation demands of the free agent.
Employee retention is explored and connected to the organization's need to maximize
profits. Several suggestions are offered to attract, attain and maintain the free agent,
satisfy customers and revive the organization. These topics are explored because they
simultaneously impact the free agent and the organization.
CORPORATE RESTRUCTURING AND DOWNSIZING
Downsizing is one of the largest phenomenon facing today's organizations.
Downsizing refers to the reduction of the size of the organization's workforce. Survey
results obtained by the American Management Association show that workforce
reductions are increasingly strategic or structural in nature, rather than a response to
short-term economic decisions associated with declines in business (American
ManagementAssociation, 1996). According to the survey, the 100 largest companies in
the United States reported that 22 percent of their workforce were laid off since 1978,
and 77 percent of those cuts involved white-collar jobs. Approximately 23 percent of
companies surveyed in 1997 reported outsourcing as a cause for downsizing. Fulmer
suggests that goals and motivations for downsizing are varied depending on the nature
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of the business, economic conditions, the strength of the team making the strategic
decisions and the effectiveness of the workforce (2000).
Most recently, many companies are hiring and laying off at the same time. The
reduction in white-collar and management jobs is probably the most profound: A 1996
American Management survey finds that, although salaried employees held roughly 40
percent of all jobs, they account for over 60 percent of all employees cut. Professional
and technical jobs benefited from this
"churning"
of the workforce where five new jobs
were created for every one cut. The largest impact was on middle management where
three jobs were cut for every one created (American Management Association, 1996).
A New York Times national survey also supports these findings. According to this
survey, since 1980, a family member in one-third of all U.S. households was laid off
(1996). According to the survey covering the period 1985 and 1990, 89 percent of
organizations, which engaged in downsizing, reported expense reduction as their
primary goal, while only 42 percent actually reduced expenses. The largest reason for
downsizing today comes from increased global competition and changing technologies.
This in turn is profoundly impacting the nature ofwork and increasing availability of the
contingent work force (Fierman, 1994). The shifting demands of stakeholders and chief
executives have also led to swift initiatives to reduce costs.
Many organizations are downsizing simply to correct a wrong. Take Eastman
Kodak, for example. Years ago Kodak was the heartbeat of Rochester. The perception
was that when you worked at Kodak, you were employed for life. There was a
paternalistic culture that ensured that employees remained on the payroll even when
their skills and knowledge became obsolete. Today, as a result of changing technology,
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increased competition and a decline in market share, Kodak is forced to drastically cut
costs. At the same time that many employees are losing their jobs, Kodak is seeking
individuals with strong technology backgrounds who can help them advance their
technical products (churning).
JOB STABILITY AND THE BREAKING OF THE PSYCHOLOGICAL CONTRACT
Regardless of the reason for downsizing, there are many implications that impact
the employee's perception of job security. Many define job stability as a measure of
how long jobs last (or how quickly they end). Job stability is impacted by the threat of
layoffs, separations or firings. Corporate downsizing translates to a decrease in job
stability, and impacts employee motivation and productivity. A number of studies show
evidence of an increasing number of involuntary job losses (Diebold, Neumark, and
Polsky, 1996). These reports are consistent with changes in the employment
relationship toward a less secure employer-employee relationship.
The break of the psychological contract may be weakening the prospects for
lifelong careers within a single organization, but other developments are increasing the
opportunities for different career patterns that include multiple organizations what
Pastornack and Viscio (1996) called "the boundaryless
career."
There is evidence
from employers that their recruitment and selection priorities are leaning toward hiring
employees with experience for the so-called entry-level management jobs and away
from hiring straight from college. They suggest that in many cases experience
outweighs education. In some cases, an individual's experience could not be taught in
an academic setting. The trend indicates that employers are now recognizing that the
experience and skill acquired in all positions (entry-level or technical) has value and
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makes a contribution to the individual's overall capabilities. This understanding and
acceptance is vital to the concept of the free agent. There is value in the experience of
the individual. The free agent will have a variety of tools within their toolbox; yet,
experience and accomplishments carry the largest weight.
The relationship between the employer and employee has always directly
impacted the employee's attitude and behavior towards work. Expectations are formed
based on formal or implied psychological contracts. The psychological contract helps to
ensure that the employee's efforts are focused on achieving the company's objectives,
even when the efforts are not in the employee's immediate interests.
The psychological contract assumes that the employee will remain employed
long term and that the employer is committed to policies that will benefit the employee
for the duration of their long-term employment with the organization. These benefits
include a good salary, a stable career and a strong pension. The largest employee
expectation was a promotion, traditionally used to motivate towards good work and
reward exceptional performance. Employees have observed for years the connection
between good work and promotions. A similar expectation exists with company
seniority. The longer an employee works for a particular company, the more they feel
the company owes them. Tradition proves that an increased number of years serviced
translates to higher income and larger pensions. The break of these traditional rules
leads to a decrease in trust and a lack of dedication and loyalty.
The organizational dilemma arises from people's perception of the break of the
psychological contract based on mutual loyalty. Historically people have committed
their entire lives and careers to a particular organization. Many are following in their
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parent's footsteps or other family members who devoted their entire work life to the
same organization. The implied contractwas one of mutual loyalty. People learned to
expect that the organization would be loyal to its employees and a reliable, career-long
source of employment, in return for a good day's work and loyalty to the organization.
In today's economy, corporations can no longer afford the paternalistic structure
of the old culture. We are just beginning to see the changes in the structure of work.
Directly associated with the break of the psychological contract is the decrease in
employee morale and the decline in performance. Low employee morale and
performance translates to a decrease in productivity and corporate profitability.
According to the American Management Association, 72 percent of companies that
downsize experience immediate impacts on morale, including absenteeism and
disability claims. The attitude of the employees also takes a turn for the worst.
Typically, when downsizing occurs, the remaining employees are expected to take on
added tasks and responsibilities. This added workload requires additional training and
more time and energy. As a result, the remaining employees are often over worked and
insecure about retention.
Employees now realize that the days of lifetime employment are unrealistic;
however, a growing response is that lifetime employment is undesirable to a growing
number of employees. Employees are recognizing the limited opportunity of
advancement within their companies and recognize that advancement means mobility
across several organizations. According to a survey conducted by The Institute of
Management Sciences (1991), employers rank commitment and trust as top priorities,
while employees want professional development as a top priority. This in turn, reduces
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their dependence on their current employer and makes them more marketable and
valuable to the job market. This shift could be a result of necessity. To remain in the
job market, employees must come to terms with the changing environment. People are
beginning to accept the fact that lifelong employment within a single organization is
undesirable to the employer and unrealistic to pursue.
While careers that focus on job ladders become less important, increased skill,
knowledge and abilities are gaining popularity. As the pace of organizational
restructuring is increasing, employees need to aggressively obtain the tools necessary
to compete in the new job market. The employer-employee relationship is forming new
meaning and a new attitude ("what's in it for me?") takes hold.
THE NEW CONCEPT OF CAREER - FREE AGENCY
As the new concept of a
"career"
now spans across multiple organizations, the
idea of the
"self-employed"
employee is increasing at great rates. Hence, the idea of
"free
agent"
is born. A free agent is an independent worker, an individual who takes
charge of his or her own career. The company may offer the tools to succeed, however,
it is the employee who holds the responsibility to grasp the tools, gain the knowledge
and continually learn the skills necessary to grow. It is the employee's responsibility to
stay employable at a time when lifetime employment is no longer a guarantee.
Although organizations cannot guarantee tenure in any particular job or even future
employment, organizations need to work to ensure that employees are fully and
continuously employable. In other words, there needs to be a new social contract
based on the new realities. The new contract needs to demonstrate to people that the
company is willing and wants to help employees build their own future. By
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demonstrating company investment in the employee's future, the organization will
renew the loyalty, productivity, commitment and trust that has been lost.
Recent descriptions of boundaryless organizations and careers have taken a
variety of forms: They are described as an increased outsourcing of activities and as
distributed boundary spanning (Diebold, Neumark and Polsky, 1996); as having greater
reliance on just-in-time employees (Birchall and Lyons, 1995); as stemming from the
growing influence of informal divisions of labor, information networks, flat organizational
structures, strong cultures, self-regulation, decentralization, and trust (Weick, 2001).
Organizations must increase their diverse knowledge base. The boundaries of careers
are described with strong images. Kay (2000) describes the growing number of people
who make multiple career changes as the "zigzag
people."
Among such people, she
references immigrants, refugees, displaced housewives, foreclosed farmers, bankrupt
entrepreneurs, and people with obsolete skills. To think of oneself as a perennial
consultant, or as a business of one, or as a person who has learned to acquire
additional specialties rapidly in order to move from one kind of job to another is to edge
toward a mindset appropriate for boundaryless careers (Diebold, Neumark and Polsky,
1996). Pasternack and Viscio (1998) describe this new employer-employee relationship
as a new partnership. They describe the partnership as a full implementation of the
new realities that exist between the corporation and its employees. Specialized skills
are increasingly required by organizations, yet these skills are what make the employee
more attractive in the marketplace. Since companies can no longer guarantee lifetime
job security, a new "quid pro
quo"
is needed. Thus, the Free agent. In essence, it is a
fresh perspective that the company owns the work rather than the employee's career.
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The company assumes responsibility for investing in the employees and providing work
that makes the individual
"employable"
in the marketplace. The employee owns his or
her career and takes on the burden of building the capabilities necessary for their career
and, ultimately, adds value to the organization and ensures his or her own marketability.
The employee and company work together to ensure that the organization meets the
market needs and is successful, since ongoing success provides the context for
ongoing employment.
LEARNING - THE FOUNDATION OF FREE AGENCY
The fact that employees must continuously learn sounds logical and beneficial to
the organization; however, we must keep in mind that there are many tasks within
organizations, such as assembly, production, order entry, etc., which are repetitive and
static in the skills required to do the job. In one study conducted by The Institute of
Management Sciences (1991), the researchers noted that working, learning, and
innovating are closely related forms of human activity that are conventionally thought to
conflict with each other. The nature ofwork is considered resident to change; learning
is considered distinct from working and problematic when facing change; and innovation
is considered problematic yet required to implement change on the other two. With this
understanding in mind, we can conclude that the nature, structure and perception of
learning are essential to management, employees and the organization. Learning is the
foundation to the free agent concept; however, it is important that while the skills of the
employee are developing, the work is getting done efficiently and accurately. Schein
notes that there will have to be a new approach to learning, one that motivates
employees while satisfying the demands and requirements of the organization (1997).
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Schein also notes that more and more we are discovering that learning is not a solitary
activity, but occurs best in a group setting where the group is engaged in a common
task. Not only do group settings reduce anxiety associated with learning, but they also
facilitate it through heightening motivation, keeping the learner focused, and rewarding
positive outcome on the spot. A major barrier is the cultural assumption that individuals
must be held accountable and is expressed in giving grades, individual performance
appraisals, and individual rewards. A common noted mistake is that managers and
employees fail to realize everything that goes into learning. We tend to think that
learning is a solely structured process that we control. Not all learning is a result of
formal education, information technology, or from face to face conversation. A lot of
skillful behavior is learned through observation, trial and error, coaching and practice.
This fact must be taken into consideration when assessing the knowledge of a tenured
employee. Not all knowledge can be taught.
The need of knowledge is in such demand today that it goes beyond the
education and training of individuals. If the employee learns but doesn't share the
knowledge obtained, the newly acquired knowledge has only limited use for the
organization. The whole concept of knowledge and learning is transforming. "We are
moving from a functional to a systematic view of the corporation,
and therefore, our
knowledge needs to be systematic too. We must to understand not just the parts of the
organization, but also how they act on each other. As management's focus shifts from
products to processes, we need to know more about processes. As organizations
evolve from the command-and-control mode to sense-and-respond mode, our attitude
about information changes from seeing it as something to be controlled from the top to
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Traditionally, organizations have learned based on working experience (studying
the past). But according toWind and Main (1996), experience can become a hindrance
to making the right decisions when the world is changing rapidly. When our experience
creates mindsets that are no longer valid, then we will look at situations with blurred
vision. Ford had a lot of evidence from its own research in the 1970s that a minivan
would be a huge success; however, senior managementwasn't convinced that the
minivan would succeed in the automobile market. Chrysler seized the opportunity and
proved Ford wrong. Main and Wind (1996) contribute the Ford's executive decisions to
the workings of the mind. When information doesn't fit a familiar pattern, it is likely to be
rejected. We think we are seeing the facts, but we are actually seeing what the models
in our head tell us to see. Therefore an important part to learning is knowing what to
discard.
Traditional learning does not foster imagination or creativity. It tends to hold back
action based on intuition. But intuition is an important component of learning, which
organizations need. Several transforming decisions were made based on intuition. Ray
Kroc went against the warnings and advice of others to invest $2.9 million he didn't
have to buy out the McDonald brothers. If traditional learning had prevented him from
acting on intuition, this transaction would have never occurred and fast food service
probably wouldn't be what it is today.
As observed by the Wall Street Journal, companies are trying to become more
like universities. The budgets for corporate training are on the rise and a growing
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number of organizations recognize the mutual benefit (to the organization and the
employee) to be gained from investing in the employee's personal development.
Several concepts are catching the eye of corporate executives. "The learning
organization,"
"Human potential movement", and "experiential
adventure"
to name a
few, are received with enormous reception and approval. Organizations are seeking a
magic formula for transforming and energizing their employees.
Training an individual is simple; however, teaching an entire organization is a
challenge. According to Senge, a learning organization opens itself to acquire, develop,
and distribute knowledge rapidly so that everyone may have access to the newest and
best ideas, practices and products (1990). It examines its own processes
systematically and frequently to improve them.
The important point is that the free agent is career minded. They find value in
learning, seek professional development, and expect that the company will play an
active and willing role in providing the resources, motivation and reward system to
support their efforts. Based on content from several literature sources, one can
conclude that the investment in structure, systems, processes, and resources directly
contributes to organizational employee retention, job satisfaction, organizational
competitive advantage, productivity and profitability.
Although the learning concept focuses on the organization as a whole, it is
important to create individualized personal growth plans. When a new employee comes
on board, start their on-the-job training immediately. Once the person has settled in,
conduct a one-to-one meeting whereby you lay out an annual plan for their personal
and professional growth. The plan can include in-house training, courses at the local
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community college, reading books, watching videos, cross training for other positions,
online learning and more.
This involves more than just a conversation about what the employee might want
to do. The employee's growth goals must be clearly identified, as well as the kinds of
training or education that would best support them. Everything should be written down
in black and white so that the employee knows what he or she has committed to in the
year ahead. The employee's process should be monitored from time to time. When the
year comes to an end, review what the employee has learned and repeat the process
for the upcoming year. The important thing that many organizations fail to keep in mind
is that employees want to learn and grow. When they know they can do that with your
company, they are less likely to look somewhere else.
THE NEW SOCIAL CONTRACT
Hesselbein, Goldsmith and Beckhard (1997) note that the characteristics
required for the organization of the future include the "social contract of the
future"
that
will motivate people to work in it. The destruction of the hierarchical structure of the
organization decreases the opportunity for managers to promise promotions, therefore
giving managers less power to influence careers. Six important shifts of emphasis are
shaping the organization of the future, and each shift has significant human
implications. Hesselbein, Goldsmith and Beckhard (1997) identify the six necessary
shifts as follows:
1 . From fat to lean: A new staffing principle.
2. From vertical to horizontal.
3. From homogeneity to diversity.
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4. From status and command rights to expertise and relationships.
5. From company to project: the new loyalty.
6. From organizational capital to reputational capital: the career asset.
For many individuals, these changes open new opportunities. Then again, for
many, these changes mean uncertainty and insecurity. The traditional sense of security
is diminishing and values are changing. The long-term employment security, the loyalty
of the employer to the employee, and the loyalty of the employee to the employer are all
on the decline.
The new social contract must include new forms of security, and embrace the
realities of flexibility, mobility and change. Security no longer comes from being
employed, but from being employable. The work that an employee contributes to an
organization must enhance the employee's value in terms of future opportunities. The
new realization is that companies come and go; however, strong technical know-how
will always be in high demand. The efforts to attract and maintain employees must now
center on the things that help employees build their future.
The planning, control, and information systems facilitating a company's change
efforts may also inhibit
employees'
creativity and initiative. Champy and Nohria (1996)
say that the challenge for top-level managers is to engage the knowledge and skills of
each employee to create an "individualized
organization."
Based on their research of
twenty high-performance corporations, the authors conclude that even the most
sophisticated systems can never replace the value of close personal communication
and contact between top-level and frontline managers. The old contract, that focused
on strategy-structure-systems management rests on a relationship between the
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company and its employees and is fast becoming irrelevant. The assumption was that
capital was the company's most critical and scarcest resource and that labor's role was
simply to leverage the company's investment in equipment and machinery. An implicit
employment contract held that top management's job was to ensure the company's
short-term profitability and long-term competitiveness by making sound investment
decisions, and employees were to support those investments by doing as they were
told. In exchange for their loyalty and sacrifice of autonomy, employers got wages and
job security. Those assumptions provided the foundation for the modern corporation's
authority-based structure and the logic for the systems and processes that were
required to pull plans, proposals, and performance data up the hierarchy for top
management's input and control.
Corporate executives must adopt the people-oriented model ofmanagement that
General Electric's Jack Welch described in an interview with Noel Tichy and Ram
Charan (Harvard Business Review September-October 1998). GE's old assumption
about lifetime employment produced whatWelch called "a paternal, feudal, fuzzy kind of
loyalty."
Now Welch advocates change: "My concept of loyalty is not 'giving
time'
to
some corporate entity and, in turn, being shielded and protected from the outside world.
Loyalty is an affinity among people who want to grapple with the outside world and
win... The new psychological contract, if there is such a thing, is that jobs at GE are the
best in the world for people who are willing to compete. We have the best training and




What Welch and other corporate leaders now advocate is a complete reversal of
the traditional company-employee contract. When employees grapple with the outside
world and win, asWelch puts it, they are essentially taking over what was previously
assumed to be corporate responsibility. Meanwhile, many companies are seeing their
responsibility not in terms of ensuring long-term job security but as whatWelch
describes as providing opportunities for personal and professional growth, changing the
implicit contract from a guarantee of employment to a commitment to employability.
EMPLOYEE TRUST
The break of the psychological contract has a major impact on the level of
employee trust. Trust is one of the most powerful forces driving business today. Trust
raises performance. It can dramatically enhance both the individual and organizational
productivity and gain a competitive advantage that is both self-sustaining and
self-
renewing (Weick, 2001). People have a natural desire to give. Ciancutti and Steding
found in their combined fifty years of working with people that everyone has a
passionate desire to contribute. On the reverse side, fear prohibits contribution and
willingness to participate. The fear of failure, rejection, loss, retribution, or
embarrassment prevents people from giving their best. Trust takes time to build. It
must be mutually shared between the employee and
employer. Once broken, it may
take years to re-establish.
Ciancutti and Steding (2001) claim that along with technology and innovation,
trust is one of the most powerful forces driving business today. Trust harvests
opportunities to increase growth, productivity, profits, and job satisfaction with virtually
little cost to the organization. The authors believe that trust works within organizations
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because people have a natural inclination to give. In a combined fifty years ofworking
with people, Ciancutti and Steding have found that everyone has a passionate desire to
contribute (2001). People have a desire to be a part of something bigger than
themselves. This desire is a primary emotional need at work, and it must be satisfied if
we are to be productive and happy in our jobs. The opposite of trust is fear - fear of
rejection, failure, loss retribution, or embarrassment.
The authors above believe that the problem arises when people think that their
opportunity to contribute has been stifled. The passion to contribute is always balanced
against our instincts to protect ourselves- and there is an important emotional
consequence, positive or negative, each time we take a risk to contribute and be
productive (2001).
This passion can be our greatest asset, or our greatest vulnerability. It is our
greatest asset when it impels us forward to use all our talents to help and serve. It is
our greatest liability when we are thwarted and feel pain of failure or rejection".
Trust is also a dual concept; It has a feeling or emotional component, what
Webster defines as "assured anticipation; confident
hope,"
and an intellectual
component. This intellectual component is based on a track record of performance that
confirms trust, or "assured reliance on another's integrity, veracity,
justice,"
etc. The
positive outcome of trust is confidence - in honesty and reliability of the company's
leadership. The lack of trust results in suspicion and worry.
JOB TENURE - THE MOBILE EMPLOYEE
According to the U.S. Bureau of Labor Statistics, job tenure in the United States
currently averages 4.6 years. At the same time, a 20 percent drop in the birth rate from
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the Baby Boomers (born between 1946 and 1964) to the Generation Xers (1965 to
1985) has caused a critical shortage ofworkers in the 18 to 24 age group. And while
the number of new high-tech jobs keeps growing at enormous rates, high schools and
colleges cannot produce a significant number of graduates with the skills necessary to
support the technical business world.
New research also shows that Baby Boomers and, to some extent, the Parent
Generation (1925 to 1945) have started to adopt the nontraditional workplace values
and attitudes normally attributed to Generation X employees. Where only a handful of
young workers once dared to challenge the employment status quo, an entire work
force has now begun to embrace very different attitudes toward work and the
companies they work for. Rather than taking a stand when current companies fail to
meet their needs, they simply go across the street to another employer.
According to Wind and Main, we hear a lot about technology, information
systems, response time, customer service and so on. Those things play a vital role in
organizational success, but the companies that proactively fulfill their
employees'
needs
will become the dominant players in their respective markets (1998).
Practically overnight, work force stability has become a thing of the past. Today,
an increasing number ofworkers think nothing of changing jobs every
two or three
years. In fact, most want and expect to have several different employers throughout
their careers.
Employee Relations expert Herman, who began studying workforce issues back
in 1990, believes that several trends have helped to shape the
change of mindset
among U.S. workers. These include the
following:
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Robust economy. The United States is currently in the midst of its longest
peacetime economic boom. In a vibrant economy, employees see
opportunity everywhere. As a result, they become much more open to
exploring other jobs.
Shift in how people view their careers. People now see their careers as a
progression of new and different jobs rather than one or two jobs with the
same company until they retire.
Broken employment contract. The old employment
"contract"
stated, "If you
work hard and demonstrate loyalty, the company will take care of
you."
Although unwritten and unspoken, both employer and employee shared this
mindset for generations. The downsizing of corporate America in the early
'90s shattered that contract beyond repair. Most of the people who were
downsized or re-engineered have gone back to work, but they left their loyalty
out on the streets where their former employers deposited them.
Corporate cocooning. Workers who survived the downsizing blitz suddenly
found themselves doing the work of two or three employees. As a result, their
family lives and job satisfaction suffered. Many wanted to leave their jobs but
had nowhere to go. They felt trapped by the lack of opportunity in the bad
economy. As the economy improved, this pent-up frustration and job
dissatisfaction lead to unprecedented churning in the marketplace.
A new generation ofworkers. Generation Xers put family and quality of life at
the head of their job expectations list. They work hard and demonstrate fierce
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loyaltyto themselves and their careers, not to an employer who can cut
them loose at any time.
Boomer ceilings. A large segment of baby boomers have reached the point in
their careers where they feel they should be in charge of something. Yet, the
restructuring and flattening of corporate America has eliminated many of the
positions of power. And thanks to longer lifespans, an increasing number of
older people refuse to step down and let the younger generation move up. As
a result, many boomers with nowhere to go in their companies leave to start
their own business, become consultants or head off in another direction
altogether.
Change in social values. For generations, people stayed in jobs they disliked
because they thought they had to. Now society says, "You are in control of
your life, you can do what you
want."
Not surprisingly, vast numbers of
people are taking advantage of this newfound freedom.
Life balance. The workers of today want more out of a job than just a
paycheck. The first time someone leaves a job, the motivation is usually
escape, not money. In fact, many will take a pay cut to leave a job orwork
situation that they can no longer tolerate. The second move, however,
usually occurs due to personal growth and life balance issues. Employees
begin to ask themselves, "What do I want to do? What kind of career do I
really want? On the third move, they begin looking for life balance.
Individually, each of these trends contributes to the growing phenomenon of job
churning. But when you put them all together, they create a major force that has
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completely reshaped corporate culture. Employers who expect to compete in the new
world must come to terms with these trends and adopt new attitudes toward their
employees.
EMPLOYEE RETENTION
Organizations used to compete just for business. Now they must compete for
the people that work for them. Finding, hiring and retaining good employees has
become the primary concern of almost every company in almost every industry - and it
is not going to go away soon. In fact, Wind and Main (1998) predict the problem will
become so pervasive that, within the next five years, the ability to retain employees and
maintain a stable work force will become the primary competitive advantage.
Retaining employees in the
21st
century requires understanding employee's values
and expectations. Consistent with the beliefs of several authors (Beene, Fulmer, Wind,
and Main, 2001) today's employees place a high priority on the following goals:
Family orientation. Employees want to spend more time with their families.
The company no longer automatically comes first.
Sense of community. Today's workers want to feel like they belong to
something important, and that they can make a real contribution to their
communities through theirwork.
Quality of life issues. Workers consistently rate personal time for recreation,
leisure activities, exercise, reading, meditation and social interaction high on
their list ofworkplace requirements.
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Volunteerism. More people want to be involved in community activities.
Accordingly, they choose to join companies that get involved in community
activities and/or support them in doing so.
Autonomy. The old "command and
control"
management style no longer
works; in fact, it will chase away many good employees. People want
managers to identify the desired results, give them the tools, training and
information to get the job done and then get out of the way.
No rules. Generation X and the next one coming up (the "Millennium
Generation") have an overwhelming aversion not just to bureaucracy and red
tape, but to anything that gets in their way of getting the job done.
The coming trend in the work force will be frequent moves from one job to
another, almost on a whim. To work against that trend, organizations must understand
what their people want and give it to them. When people get what they want from
working for the organization, they have no need to look for it somewhere else.
According to Herman (2000), developing a stable work force involves a two-step
process - understanding why employees leave in the first place and implementing
strategies to get them to stay. This is especially true today in light of the increasingly
mobile work force.
Herman believes that employees leave jobs for five main reasons:
1 . It doesn't feel good around here. This can include any number of
issues having to do with the corporate culture and physical working
environment.
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2- They wouldn't miss me if I were gone. Many people don't feel
personally valued. When people don't feel engaged or appreciated, all
the money in the world can't hold them.
3. I don't get the support I need to get my job done. People want to do a
good job; they want to excel. At the same time, most feel like their
boss won't let them do a good job. When frustrations exceed the
employee's threshold, they leave.
4. Lack of opportunity for advancement. Advancement doesn't
necessarily mean promotion, advises Herman (2000). More often it
means personal growth constitutes a very strong driver in today's work
force, particularly with the younger generation. People coming out of
college often identify training as the primary criteria for choosing their
first company. Companies that gutted their training departments
during the early 90's have a lot of catching up to do to attract good
people.
5. Inadeguate compensation. People want fair compensation but
contrary to most
managers'
beliefs - money rarely comes first when
deciding whether to stay or go. A certain percentage of people will
always chase more income, but the majority of workers look at non
monetary reasons first.
Many executives still cling to the outdated notion that people 'go for the
gold,'
that salary dictates all their employment decisions, but for the most part,
people want
opportunities to grow and learn, to advance in their careers and to work on challenging
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and interesting projects. They want to be recognized and appreciated for their efforts.
They want to feel a part of something that adds value to their community.
Consistent among several readings, there are distinct categories of retention
strategies:
1. Environmental
The primary strategies for keeping good people have to do with creating and
maintaining a workplace that attracts, retains and nourishes good people. This covers a
host of issues ranging from developing a corporate mission, culture and value system to
insisting on a safe working environment and creating clear, logical and consistent
operating policies and procedures.
Herman (2000) believes that environmental strategies address three fundamental
aspects of the workplace - the ethics and values foundation upon which the
organization rests, the policies that interpret those values and translate them into
day-
to-day actions, and the physical environment in which people work. The
overall goal is
to make the company a place where people want to
come to work.
A sampling of Herman's (2000) environmental strategies include the
following:
Clarify your mission.
Create a values statement.
Communicate positive feelings.
Stay focused on the customer.
Be fair and honest.
Cultivate a feeling of family.
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Promote integrity.
Do not tolerate sub-par performance.
Insist on workplace safety.
Reduce the number ofmeetings.
Make work fun.
Although these strategies cover a large range of environmental issues, they all
relate in one way or another to corporate culture. According to Herman, however, one
environmental issue tends to stand above the rest (2000).
More than ever, employees want a culture of openness and shared information.
They want to know where the company is going and what it will look like in the future.
How is the company doing financially? Where does it stand in the marketplace? Above
all, they insist on knowing how their specific jobs fit into the grand scheme of things and
what they can do to help the organization get to where it wants to go. If you operate in
an open environment where managers share information, you can expect reduced
turnover rates (2000).
Take the pulse of your people on a regular basis. From time to time, bring in an
outside party to get a more objective view on how your people really
feel. Find out if
they really know the vision, mission and values. At the same time, give employees
plenty of information about how the company is performing
and where it is going. When
people buy into the clearly stated corporate values and have the information they need
to get the job done, they tend to stick around.
2. Relationship
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Relationship strategies have to do with how you treat your people and how they
treat each other. Developing effective relationship strategies begins with three basic
steps: (Herman, 2000)
Managers and supervisors should have plenty of relationship
training. It must be recognized that (in all but the smallest
companies) people work for their supervisors. Their paycheck
may say "XYZ
Company,"
but their primary work relationship is
with their supervisor. If the supervisors have the knowledge,
training and sensitivity to work effectively with people on an
individual level, then the bonding you need to retain employees
will probably occur.
Ask employees why they work for you. When you do, two
things happen. One, employees reinforce to themselves why
they work for you. Two, you gain a better understanding ofwhat
attracts people to your company. You can then use that
information to recruit new employees, saying, "Here's why
people work for us. If you value these things, perhaps you
ought to work for us,
too."
Once you have the information about why people work for you,




in a positive way so it doesn't become a
gripe session, and then
listen closely to what the employees
say. Out of these
conversations will come many good ideas, not only for
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improving conditions for the employees but for all facets of the
business.
Ultimately, relationship strategies help build a sense of family. In families, people
have conflict and disagreements but they learn how to work them out. They stick
together through good times and bad and support each other's growth. Families have
an "all for one and one for all
"
mentality. It's a lot harder to leave a family than to leave
someplace where you just go to work.
3. Support
Support strategies involve giving people the tools and equipment to get the job
done. When people feel they have what they need to perform, job satisfaction
increases dramatically. All support strategies stem from three basic principles:
a. People want to excel.
b. People need adequate resources to get the job done.
c. People need morale and mental support from management.
Another key support area involves information. The more information you give
people about what they are doing, what the company is about and why you do things
the way you do, the more valuable it becomes.
People need to be informed ofwhat is going on. They need exposure to
performance measurements, particularly as it affects their jobs.
4. Growth
Growth strategies deal with personal and professional growth. Good employees
want to develop new knowledge and skills in order to improve their value in the
marketplace and enhance their own self-esteem. However, education should not be
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thrown at people in a random fashion. Instead, training should be organized and
structured so that it makes sense for the company and the employees.
When you offer learning opportunities, it sets you apart from other employers and
shows you truly care about your employees. It's one thing to provide training that helps
them do a better job because the company benefits from it. It's another thing altogether
to offer education on how employees can improve their lives. They don't expect that. It
shows that you care about them as people, not just workers who can make money for
you.
5. Compensation
Effective compensation strategies stem from one fundamental principle - money
alone will not retain most employees. In the old days, companies essentially paid
people for their time. Today, more and more companies pay for performance
- in every
position, not just sales. To retain employees, the compensation plan needs to consider
this trend.
COMPENSATION
The free agent no longer sees value in the compensation structures of the past.
In today's job market, attracting, retaining and motivating the kind of people who can
contribute to the growth and success of an organization may require a complete
overhaul of the compensation package offered by the vast majority of organizations.
"When it comes to
compensation"
says compensation expert Meek, "the vast
majority of corporations still cling desperately to the past. Far too many companies
base their compensation programs on models that were developed in the 1930s or




both an understanding of the forces driving the change and a willingness to embrace
the new ways of
thinking."
According to Meek (2001), five
"catalysts"
are changing the entire field of
compensation:
1- Changing Business World. The global economy. The Internet. New
technology. Downsizing. Reengineering. Empowerment. Flexible work
forces. Within the past decade, these trends have shaken the business
world to its roots. To survive and thrive in today's turbulent markets,
companies must have the ability to change directions. In such a world,
outdated compensation programs short-change the ability to get maximum
effectiveness from your human resources.
2. Changing Workforce Contract. The old (unspoken) employment contract
said that hard work and demonstrated loyalty would insure that the
company would take care of you. The downsizing that occurred during the
1 990s shattered that contract beyond repair. The loyalty of today's work
force is to their profession first, and that requires a different kind of
compensation.
3. Organizational Values and Culture. Too many companies have little or no
connection between their stated values and what the compensation plan
rewards. For example, they make claim to the value of teamwork but
continue to reward individual performance. This kind of disconnect always
leads to sub-par organizational performance. Employees aren't stupid,
they know what you reward regardless of what you say you reward
-
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and shift their behavior accordingly. Matching organizational values to
performance requires a new approach to compensation, one that is far
more strategic in nature than most firms currently employ.
4- HowWork Gets Done. In the old vertical organization model,
management told employees what to do, when to do it and how much to
do. As a result, compensation was vertical, stable and very functional.
Today, companies have eliminated most middle layers of management.
Increasingly, people work in functional and cross-functional teams.
Organizations cannot reward cross-functional teams with a compensation
plan built around a top-down, command-and-control structure.
5. Lack of Results. Companies want their compensation programs to help
increase productivity and reduce costs; but traditional programs don't
reward employees for cutting costs or increasing profits. This creates a
real conflict between organizational and employee needs. When
employees see no personal gain for working smarter or harder, they have
no motivation to improve.
The old compensation model rested on outdated notions such as pay for time,
stability, permanent employees, employer paternalism, and employee entitlement. The
new compensation package reflects a revised contract between employers and
employees. It takes into account elements such as pay for results, change and
uncertainty, a nontraditional work force and employees taking responsibility for their
own careers.
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Too many employers view compensation as a 'hygiene
factor,'
something they
have to do to keep people. According to Pieters & Young, employers fail to consider
how compensation can - and does - impact the bottom line. Within the past 10 years,
compensation has become a strategic activity that impacts the organization at all levels
(2000).
The new compensation model has to incorporate a number of fundamental
principles, including:
Total compensation mindset
Linking compensation to corporate strategy
Pay for performance
Tailoring to culture and values
Generating a cost-effective return on investment
Compensation as a competitive weapon
Focus on customers (internal and external)
Recognizing and rewarding superior performance
Reflecting competitive requirements
Being open, well-communicated and understood by employees at all
levels
The old compensation models paid for time. When you pay for time, that's all
you get. The revised compensation models pay for performance, productivity and
results. They create a behavioral model that dictates how people will perform. They
reduce the need for supervision and encourage creativity and initiative. More important
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from the company's standpoint, rather than automatically increasing fixed expenses,
new compensation models focus on reinforcing company profitability.
In the next five years, recruiting and rewarding employees is going to be a key
component in any company's success. Due to the decreasing number of top
employees in the marketplace, this is going to get harder and harder to do. Creating a
rewards or incentives program not only improves the lifestyle of the employees, but it
helps them develop an ownership mentality within a company.
Jorgensen (1996) suggests focusing on ten important areas to increase the
success of a compensation plan.
1 Have a strategic plan. You must have a clear strategic vision for the
organization what you want to achieve in the coming year and how to
influence employee behavior.
2. Link rewards to business priorities.
3. Track success. Set specific individual, team and organizational goals and
keep track of them on a consistent, ongoing basis. Dedicate one person to
be accountable for this activity.
4. Employees must have ownership of their areas. Empower your employees to
own their work and feel like they can make a difference. Ifmanagement has
too much discretion, it looks arbitrary to the employee.
5. Have a sunset. Every plan must have a specified ending date. Sunsets can
be quarterly, yearly or every couple of years, but never create a plan without
an end.
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6- Separate the incentive from the base pay. Make it clear that the incentive is
different. Pay with a different check. Five percent of base pay should be the
minimum for any incentive. Anything less won't motivate people.
7. Build flexibility into the plan.
8. Communicate the plan. This must be consistent and ongoing.
9. Simplify the plan. Employees at all levels should be able to understand the
plan.
10. Celebrate victories.
According to Jorgensen (2001), the mobile nature of today's employees
emphasizes an even greater need for a compensation plan that suites the needs of the
employee. Pension and profit sharing plans, stock options and company contributions,
which require lengthy vesting requirements, no longer attract the employee focused on
a mobile career. Compensation plans must be focused on contributing to the
employee's growth and development, and be flexible and mobile.
Pay for performance plans come in a variety of shapes and sizes, but they all
involve two basic activities: defining the job and checking performance against
expectations. When people exceed expectations, give them a bonus. It helps to lay the
plan out ahead of time so employees understand the expectations and know what they
have to do to get the bonus. The company that is not offering some type of incentive or
pay for performance plan is at a terrible
disadvantage.
Using a variety of monetary and non-monetary
compensation strategies makes it
difficult for other companies to steal employees away.
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The compensation is only one piece of the puzzle. If all the other pieces - the
environmental, relationship, support and growth strategies - don't fit together into one
interlocking whole, it will be ineffective.
Compensation experts (Fleisher, Meek, and Jorgensen, 2001) agree that before
you think about designing and implementing a compensation plan, you must first
develop a clear strategy.
A sound compensation program begins with a focused compensation philosophy
that answers questions such as:
What do we want to pay for?
How do we want to pay for it?
What is our competitive posture?
How will we split up the pie?
Meek (2001) recommends developing a compensation mission statement. One
that clearly specifies the results you want to accomplish, the behaviors necessary to
achieve them, what you will pay people for, and how you intend to position your
company in the marketplace. This lays the foundation for the entire compensation
program. It serves as a compass and a beacon to guide you through the difficult task of
creating and implementing the program.
According to Jorgensen (2001), your philosophy should:
Reflect the values and beliefs of the owner/CEO/Management team.





issues like corporate culture, industry
standards, and your growth strategy.
Provide a foundation to make consistent hiring and promotion
decisions.
Most organizations know where they want to go and how to get there.
Compensation provides a very effective tool for getting employees to move in the same
direction and follow the same path. For example, suppose a young, growing company
wants to increase market share. Its compensation plan should equally reward activities
that generate growth and profit. Another company might identify outstanding customer
service as one of their top strategic objectives. It would need to reward the activities (in
all areas of the organization, not just the customer service department) that lead to
outstanding customer service.
"If compensation doesn't have a direct connection to corporate goals and
objectives, employees will take any direction because they don't know which one to
take,"
says Meek (2001). "Compensation strategy starts with identifying your top
strategic objectives, defining what they mean in terms of organizational behavior and
designing your compensation plan in a way that rewards and recognizes those
behaviors."
According to Fleisher (2001), compensation alone will not get the results you
want. To get permanent behavior change, you must first change the culture and the
environment. Then use compensation to reinforce those changes.
If all you do is dangle money in front of people, you get
short-term blips in
behavior and then people go right back to the old way of doing things. You don't get
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sustained productivity improvements unless you change the culture. That involves
identifying the results you want to achieve as an organization, identifying the behaviors
that lead to those results, and then designing a compensation program to reinforce and
reward those behaviors so that they become permanently instilled in the organization.
Meek (2001) agrees. Compensation provides a very effective tool to reinforce
organizational values. Too often, CEOs talk about values but then don't walk their talk.
For example, many companies say they value teamwork but continue to reward
individual performance. Or they talk about customer service but reward only financial
performance. Compensation sends powerful messages to the employees about who
you are as an organization, what you value and what skills and results you reward. If
you want to instill certain values in the organizational culture, reward them through your
compensation program.
To reward behavior that drives results, you have to know what creates value in
your company. According to Fleisher (2001), value is created in two ways. First, as an
organization you must perform according to your customers wants, needs and desires.
This represents the qualitative side of the business. Second, everyone in the company
has to help the company meet those objectives in a profitable manner. This represents
the quantitative side of the business. Without both, a company will not survive for the
long term.
To get the employee's perspective on value, suggests Fleisher (2001), ask the
following two questions:
What are we doing now that is creating value for you and makes you
feel good about working with us?
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What can we do to create greater value?
Asking these questions will generate some amazing feedback, states Fleisher
(2001). It will definitely change your thinking, not just in the compensation arena but
also in almost every area of your business.
Next, look internally to see who is creating value on the financial side. Every
employee must do one of two things (or both): create or support sales (revenue side) or
keep expenses to a minimum (expense side). If you find that people aren't doing either
one, you have to question whether or not their function should continue to exist.
Between the quantitative and qualitative pieces, you can start to figure out where
value really gets created in your company, explains Fleisher (2001). Then you can
design a compensation plan that will get the results you want because you have
identified the specific behaviors that directly lead to those results.
In today's fiercely competitive labor market, compensation provides a powerful
tool for attracting and retaining quality people. Yet, most employees think of
compensation as base pay plus the occasional bonus. They forget or never get told
that anywhere from 30 to 50 percent of their total compensation comes from other
areas, including the following:
Profit sharing






Vacation and personal time off
Opportunity income (tuition reimbursements, professional
development programs, etc.)
The common message among compensation experts is that you need to talk
about compensation frequently. Impress upon employees that it includes a lot more
than base pay. When comparing compensation for potential employees, always use
total compensation because base pay never tells the whole story.
Meek (2001) recommends providing employees an annual total compensation
statement that lists the complete package of rewards and recognition they receive for
working in the organization.
A total compensation statement surprises employees because the bottom line
number always exceeds what they normally think of as their
compensation,"
notes Meek
(2001). You can't afford to lose employees who might get lured away by promises of a
bigger base pay. Make sure all your people understand and appreciate the full range of
compensation and benefits they enjoy in your company.
Don't stick the compensation statement in the paycheck. Instead, sit down with
each employee and say,
"
I want to show you the full extent of our commitment to you.
(Don't say, "Here's what you cost
us,"
because that insults the employee.) Thank them
for doing a good job and go over all the costs, answering any questions they may have.
This little meeting will get you two
weeks'
mileage and then employees will forget
about it. The real value comes when competitors try to steal your people. They may
offer more dollars above the line but not as much below the line. Once your employees
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become aware of all that you pay them, they start to ask the right questions when other
employers come courting, explains Fleisher (2001).
How do you know whether you're getting a good return on your invested
compensation dollars? The answer is simplemeasure it. Yet, far too many
companies either ignore or overlook this critical process.
According to Meek (2001), most companies don't even measure their return on
compensation dollars, much less determine whether it is a good one or not. To
measure your compensation ROI, decide up front what you want to look at -
productivity, bottom-line results, employee turnover, ability to hire and retain key people,
morale, customer service or any number ofmeasures. Identify the measures that come
from your overall business strategy, then define and track them to see whether the
return on your compensation dollars matches up to your expectations.
SELF-ESTEEM
One of the key attributes in sustaining personal development is self-esteem.
Self-esteem can make all the difference in the world to an individual and company's
bottom-line success. The stronger the self-esteem of the leader or manager the more
likely that he or she will inspire the best in others.
Leaders often do not recognize that "who they
are"
as people affects virtually
every aspect of their organization, including the company's bottom line. "If a leader has
unimpeachable integrity, a standard is set that others feel drawn to
follow"
explains
Nathaniel Branden, author of "Self-Esteem at
Work"
(1998). Over three decades of
study have led Branden to identify six primary practices, which are the most essential to
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building self-esteem. All are relevant to the organization of the future. They are as
follows:
1. Living consciously. Respect for facts; being present to what we are doing
while we are doing it (e.g. if our customers, supervisor, employee,
supplier, colleague is talking to us, being present to the encounter) and
seeking and being eagerly open to any information, knowledge or
feedback that bears on our interests, values, goals and projects are all
important, says Branden (1998). Also, seeking to understand not only the
world external to self but our inner world as well, so that we do not act out
of self-blindness. This is all very necessary. When asked to account for
the extraordinary transformation he achieved, General Electric CEO Jack
Welch spoke of self-confidence, candor, and an unflinching willingness to
face reality, even when it's painful, which is essential to the practice of
living consciously (1998).
2. Self-acceptance: The willingness to own, experience and take
responsibility for our thoughts, feelings and actions, without evasion,
denial, or disowning and also without self-repudiation are critical, explains
Branden (1 998). Also, it's important to give oneself permission to think
one's thoughts, experience one's emotions and look at one's action
without necessarily liking, endorsing or condoning. If
we are
self-




leads to non-defensiveness and a willingness to hear critical feedback
or
different ideas without becoming hostile or adversarial.
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3. Self-responsibility. We are the authors of our own choices and actions;
each of us is responsible for our life and well-being and for the attainment
of our goals. Ifwe need the cooperation of other people to achieve our
goals, we must offer values in exchange, says Branden (1998). The
question is not 'Who's to
blame?'
but always 'what needs to be
done?"
4. Self-assertiveness. Self-assertiveness is not the same as aggression.
Being authentic in our dealings with others, treating our values and
persons with respect and refusing to fake the reality of who we are orwhat
we esteem in order to avoid someone's disapproval are all examples of
self-assertiveness. It's important to stand up for our ideas and ourselves
in appropriate ways in appropriate circumstances.
5. Living purposefully. Identifying short and long-term goals or purposes and
actions needed to attain them is the first step toward purposeful living.
Focus on organizing behavior in the service of these goals, says
Branden
(1998). Monitor actions to be sure you stay on track, and pay attention to
outcomes to recognize if and when you need to go back to the drawing
board.
6. Personal integrity. Living with congruence between what we know,
what
we profess, and what we do. Tell the truth, honor
your commitments,
exemplify in action the values
you profess to admire and deal with others
fairly and benevolently, says Branden
(1998). When we betray our values,
we betray our mind, and our self-esteem
becomes an inevitable casualty.
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A healthy sense of self-esteem in the workforce can raise productivity, directly
affecting the company's bottom line. There are several key things a leader and
manager can do to encourage self-esteem and consciousness, says Branden (1998).
They are:
Provide easy access to information. This includes not only the
information employees need to do their jobs, but also the wider
context in which they work the organization's goals and
progress so they can better understand how their activities relate
to the overall mission and agenda.
Offer opportunities for continuous learning and upgrading of skills.
Send out the signal in every way possible that your company is a
learning organization.
If someone does superior work or makes an excellent decision,
invite them to explore how and why it happened. Don't limit
yourself simply to praise. By asking appropriate questions, you can
help raise the person's consciousness about what made the
achievement possible, thereby increasing the likelihood of future
high performance.
Avoid over-directing, over-observing and over-reporting. Excessive
managing or micromanaging is the enemy
of personal autonomy
and creativity. If a leader treats people with respect, respect tends
to translate into company culture, say Branden
(1998).
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Plan and budget appropriately for innovation Don't ask for
people's innovative best and then announce there is no money (or
other resources) to support it. Created enthusiasm (expanded
consciousness) will dry up and be replaced by demoralization
(shrunken consciousness).
Stretch your people. Assign tasks and projects slightly beyond their
known capabilities.
Keep handing responsibility down.
Critical to the building of self-esteem is the willingness to watch employees make
mistakes and not always find the right answers. It's hard to do this in an organization,
but sometimes it's necessary as a precondition to learning.
One of the greatest gifts you can give a person is to maintain confidence in them
after they make mistakes. The worst thing you can do is to create a fear of making
mistakes. Mistakes are not failure, Branden (1998) emphasizes. They are just
instances where you didn't get a desired outcome. It's important to ask what you
learned. Making mistakes is as natural as breathing. The only mistake you have to
apologize for is the one you didn't learn anything from.
The best managers support their employees and provide whatever backing they
need. Brandi (2000) explains. Instead of looking for fault, they help find solutions. This
way, the customer is happy, the employee hasn't lost dignity and, hopefully, learns how
to do better the next time around.
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CUSTOMER SERVICE
To focus on customer service - and focus hard, we need to constantly ask the
staff and ourselves: What have we created of value today? What can we do better
than we did yesterday? When you apply laser-like attention on what really counts, your
employees start noticing when they do and when they do not provide quality service.
Brandi (2000) advises that senior management encourages customer focus by
doing the following:
Paving attention to culture. Encourage staff to look at other
companies'
cultures, i.e., during visits toWal-Mart, Wegmans or
their local supermarkets. The more you get people talking
about customer issues, the more you get problems out in the
open and start making improvements.
Sending the staff shopping. Give money to members of the
staff - along with a checklist of service behaviors to
watch out
for - and send them out to be someone else's customer. Then
have these individuals return and report on what they've found.
(And, yes, let them keep what they buy. It's the cheapest form
of service consulting you'll ever find.)
Making experts of vour staff. As you continue adding value to
customers and employees, you have more money to invest in
training and information. Build a company
library. Make
educational books and tapes available to everyone.
Place
business magazines in the lunchroom where they can be easily
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read and discussed. The more you invest in your employees,
the more loyalty you will get in return.
Instead of an emphasis on cost cutting, customer-focused businesses stress the
positive note of creating value - a company's invisible element, says Brandi (2000).
Leaders focus attention where it genuinely matters. Profits happen anyway.
REVIVING THE ORGANIZATION - ORGANIZATIONAL AGING
There's an old saying: If you're green, you're growing; if you're ripe, you're
rotting. Generally, this refers to an individual's need for ongoing personal and
professional development. But, says organizational life cycle expert Ian MacDougall
(2001), it also applies to companies. If your company isn't growing, it's headed into
decline and - unless remedies are taken - eventually extinction.
Organizational aging is the process of gradually losing touch with the market and
your customers and becoming internally, rather than externally focused, says
MacDougall (2001). Slowly but surely, the past becomes more important than the
future. Management begins to rest on its laurels and becomes more concerned with
protecting the status quo than taking advantage of new opportunities. After a while, the
visionaries and risk-takers leave for greener pastures and the remaining employees,
who either can't or won't see the need for change, allow the business to sink under the
weight of its own inertia.
If caught in the early stages of decline, organizational aging can be reversed.
Even then, it usually takes a dramatic upheaval that causes the company to shed a lot
of blood. It's far better to understand the aging process and avoid it in the first place.
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According to MacDougall (2001), it doesn't take a trained industrial psychologist
to spot the signs of aging. If you know where to look and what to look for, you can
easily identify whether an organization is in a growing or aging cycle. For example:
In growing companies, everything is permitted unless specifically
forbidden. Unless the company says, "we can't do
that,"
people
assume they can. In aging companies, everything is forbidden unless
specifically permitted. Unless the company doesn't say, "we can do
that,"
people assume they can't.
In growing companies, what you do is more important than how you do
it. Function rules form. In aging companies, how you do it is more
important than what you do. Form rules function.
In growing companies, the political power lies in sales
and marketing.
In aging companies, accounting, finance
and legal departments hold
the clout.
In growing companies, people get
what they want. In an aging
company, people want what they get.
Growing companies see problems as
opportunities. Aging companies
view opportunities as problems and
nuisances.
In growing companies,
expectations usually exceed results. In aging
companies, success comes to those
who avoid taking risks and
making mistakes.
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Growing companies retain people for their contributions, despite their
personalities. Aging companies keep people for their personalities,
despite their lack of contributions.
In growing companies, management builds momentum. In aging
companies, management steers inertia.
Growing companies constantly struggle with cash flow. Aging
companies are cash-rich.
In growing companies, management controls the system. In aging
companies, the system controls management.
Generally speaking, organizations begin to mature when they lose the E
(entrepreneuring) role, one of four management roles essential to organizational
success. The secret to avoiding decline is to counter the naturally occurring processes
that force the E role out of the organization.
The E role looks into the future to see where the market is going, how customer
needs will change and what the organization needs to do to get there, explains
MacDougall (2001). It requires staying in close contact with customers, the market, and
the external environment to identify what new products and services will be needed in
the future. Entrepreneuring is not the same as planning. Planning involves deciding
what to do tomorrow after finding out what happened yesterday. Entrepreneuring
means doing something today knowing that tomorrow will be different from yesterday
(MacDougall, 2001).
To prevent the loss of the Entrepreneurial role, MacDougall (2001) suggests:
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Define vour business and market carefully. Never define your
business by what you sell because it can become obsolete. Instead,
define it by the needs you satisfy. Constantly ask, "Why do people buy
our products or
services?"
Redefine your business and your market
annually. In today's world, 24 months represents the maximum for
staying in the same business.
Stay mentally young. Mental age is a function ofwhat you desire
versus what you expect. Wanting more than you expect will keep the
company young. Wanting less than you expect will age the
organization. When the key players begin to want less than they
expect, the organization begins to go downhill.
Make sure the structure supports the Entrepreneurial roles. In the
early stages of the company's life cycle, the Entrepreneurial role
stands alone. The founder usually performs it. But as the company
grows and adds professional management, the role often gets
combined with one of the other three management roles - Production,
Administration, or Integration. Whatever happens, the Entrepreneurial
role always loses out.
Check vour management style. Organizations tend to reflect the
management style of the leader. If you're not an Entrepreneurial type,
recognize the importance of keeping the role strong in the company.
Make a conscious decision to delegate the role to someone on the
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management team and give him or her the authority and resources to
get the job done. (MacDougall, 2001)
Organizational aging is not a function of time or size, notes MacDougall (2001).
It's an attitude about your company, your customers, your market and what you expect
from the business. You can be young at 100 years and old at five years. Similarly, you
can be young at $1 billion and old at $5 million. Pay close attention to the
Entrepreneurial role, make sure the organizational structure supports it, stay mentally
young, and you can remain 'green and
growing'
for a long time (2001).
EMPLOYEES AS CONSULTANTS
Consultants are usually watched with close scrutiny to ensure that their output is
worth the client's investment. Often dissatisfaction with a consultant's work comes from
a belief that the time spent exceeded the actual demands of the assignment. For many
of these client employees, however, just being there is often the basis for their pay.
What would happen if you managed employees as closely as you manage consultants?
Most employers look at the way they manage and reward employees differently
than how they manage and pay consultants. Here are a few
examples:
There is little tolerance for the consultant that falls asleep during
company meetings, or who
doesn't follow up with action items after a
meeting. It is viewed as a waste of an hourly fee being paid to a
consultant. On the other hand, when a salaried employee shows up
late for a meeting and keeps the other
attendees waiting, it's regarded
as normal.
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Consider the difference in the perspective and actions regarding a
consultant who misses a deadline in devising a marketing campaign to
launch a new product line versus the employee who gets around to
finishing the product announcement flyerwhen he or she can get to it.
Have you ever told a consultant or contractor "I don't want you wasting
your time on "this or that"? However, a salaried employee of equal skill
and performing the same job won't seem to be doing anything out of
the ordinary by spending time on the same activities.
You don't tolerate consultants that waste your time by being
unknowledgeable about their subject area, yet employees that waste
huge amounts of time through incompetence or lack of training are
routinely tolerated.
The standard seems to be that
"consultants"
are supposed to be an expert, that's
why we hired them. Does that imply that employees are amateurs?
The "old
school"
thought that links pay to performance still prevails in most
organizations. However, this traditional formula seems to have fallen by the wayside in
managing employee productivity. In too many instances, people are rewarded simply
for showing up forwork.
Managers generally contract consultants to perform a specific, measurable
project or set of activities. When you hire an employee, however, most managers
simply point them to a functional area or pre-existing situation, and




The fact is that, in most organizations today, most employees do not have
a specific, measurable set of goals. How can management determine whether they are
wasting their time and money?
SUMMARY
Taylor (1998) wrote that management's role was to ensure that
workers'
tasks
were well defined, measured and controlled. The objective was to make people as
consistent, reliable, and efficient as the machines they supported. Managers viewed
their subordinates as another factor in production. Systems, policies, and procedures
were designed in a manner that would ensure that the employee conformed to the
company's expectations. The problem with that management approach was that its
assumptions about unpredictability and human behavior became self-fulfilling
prophecies (Champy and Nohria, 1996). The systems that ensured control and
conformity also squelched creativity and initiative.
In many cases, the success of an organization in today's environment depends
on the innovation and creativity of its employees. Creativity and innovation vastly
depend on the motivation, level of job satisfaction, and self-esteem of the employees. If
an organization is to tap the employee's greatest potential, then the company's culture,
structure, and compensation plans must nurture the needs of the
employee.
The company's competitive advantage requires a workforce that is
knowledgeable, motivated and productive. This takes the presence of
employee-
employer trust, employee retention, and operational excellence.
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Management must be in-tune with the changing needs of the employee and
transform the organization in a manner that nurtures the dynamics of this new
workforce.
Ultimately the organization that meets or exceeds their customer's expectations
will win the business. Although it is vital to attract, attain and maintain a key workforce,
it is the customer that determines the level of organizational success by deciding
whether or not to buy the company's product or service. All employees, regardless of
their position, must be grounded to the needs of the customer and trained to ensure the
customer's needs are met.
The topics discussed in this review are essential for employee-employer
congruence. Taken alone, any concept (i.e. trust, job tenure, organizational learning,
self-esteem, employee compensation) cannot propel an organization or employee's
career. If free agency is to have a positive impact on the organization, then the





The term free agent refers to the individual who takes charge of his or her own
career; what Pink defines as the job-hopping, tech-savvy, fulfillment-seeking, self-
reliant, independentworker (2001 ). Knowing the benefits of free agency to the worker,
the key would be to discover the elements of change necessary for free agency to be
beneficial to the organization.
Nature of Study
This qualitative study will investigate the characteristics of free agency and the
implications of the concept to the organization. The connection between trust, loyalty
and corporate profitability will be investigated with relation to free agency. The
organization's approach to career development will be studied with the assumption that
career development is a motivating factor to the free agent.
Procedure
This will be a phenomenographic study, and involves investigating the variety of
qualitative ways in which people experience, think and learn about the environment
around them and the relationships that exist between them. Phenomenological studies
involve the examining of the mistaken concepts of reality. This study will involve looking
at the perception that some organizations and leaders have of free agency and seeking
to understand why free agency works for some organizations and not
for others. This
study will develop a picture of the social as well as the physical environment and will
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create a description of the context of the phenomenon under construction. This will be
accomplished through broad, open-ended questions asked by the interviewer in the
unstructured interview process.
This study incorporates nine interviews with executives and managers from
organizations from the service and manufacturing industries. The interviewees were
selected based on their role within the organization, their knowledge of the mission,
vision and values of the organization, and their involvement with the workforce and the
operations of the company. The vast majority of the interviews were conducted face-to-
face, with two interviews requiring follow up by telephone.
The selection of the interviewees was based on obtaining a mix of service and
manufacturing organizations both large and small businesses. The average interview
was thirty minutes in duration. The interviews began with a brief explanation of the
purpose of the study and assurance of confidentiality. In addition, Pink's textbook
definition of the "Free
agent"
was discussed to ensure that common meaning was
associated with the term (2001). The interviews were tape recorded with the permission
of the interviewee. The unstructured interview began with open-ended questions asking
the individual to describe the changes that the workforce had experienced within the
past twelve months, any recent lay offs, and their career development initiatives. As the
interview progressed, more defined guiding questions were asked seeking depth or to
provide clarification through examples. Several questions originated from the
knowledge gained in the literature review, and included:
How accountable is the organization for the employee's professional
growth and development?
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What impact does free agency have on your organization's level of
creativity?
What implications does employee turnover have on your organization?
How has your organization's culture changed in the past five years?
What will your workforce look like in five years?
How would you describe your "employment contract"?
What cost does the emergence of free agency have on the
organization?
What is your strategy for the attraction, attainment and retention of
highly skilled employees?
The objective of this study is to provide insight to the different ways people think
about and understand free agency and the impact, both positive and negative, that the
concept has on the profitability of the organization.
Through the review of literature, numerous periodicals and texts were reviewed
and summarized. Two presentations were attended and summarized, correspondence
transpired with one noted author of free agency and nine interviews were conducted
with organizations from a wide variety of industries.
Guiding Questions
The questions in this qualitative research evolve as the researcher observes the
interviewees. These questions are tentative and are refined as the research
progresses. This phenomenological study investigates a variety of qualitative ways in
which organizations address the emergence of free agency. It will seek to analyze the
necessity for the change in corporate culture, the evolution of
factors that result in the
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attraction, attainment, and retention of employees. The costs associated with the
emergence of the free agent concept will also be examined.
Summary
The objective of developing a qualitative research study is to establish a
methodical process, identifying the phenomenon to be studied, and determining the
questions to ask. The conceptualization of the study must be clear and evolve as the
project progresses. The interdependent process of continual inquiry is the nature of
qualitative research, and should elicit new meaning and depth into the phenomenon





Employee commitment, loyalty and motivation have always been linked to the
strategy for increasing productivity. Academic classes in Human Resource
Development and Organizational Behavior often include lessons of retention and
motivation in efforts to prepare students to effectively lead organizations. The
management teams of tomorrow, however, may have many more elements to add to
their studies.
As noted throughout this qualitative study, the same factors that motivate an
employee with seniority may not necessarily motivate the free agent. This is a challenge
for management since new motivational factors are entering the picture. Since
management cannot guarantee job security, much of the leader's motivational influence
is lost. If the corporation fails to restructure their organization in a manner that meets
the surfacing demands (knowledge acquisition, career development, mobile benefits,
etc.) of the free agent, the lack of motivation will likely impact employee retention.
Employee retention has a direct impact on the organization's profitability.
Through the process of this study, literature is reviewed and interviews are
conducted to examine the readiness of organizations for the emergence of free agency.
Interviewing various managers to examine their own experience and perceptions
and qualitatively analyzing their comments ensures a
nonbiased approach to this study.
The questions constructed for these interviews seek insight into how the interviewee
perceives their organization's ability to attract, attain, and
retain employees, and
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questions the changing culture of their work environment. The interviews provide
insight to the organization's existing culture and the changes currently experienced.
FINDINGS:
ORGANIZATIONAL CULTURE
The relationship between the employees and the organization has dramatically
changed over the years. In the past, the employees offered the company loyalty and in
return, the company provided security. Workers did whatwas asked of them, rarely
questioning corporate policies, and rarely left one job for another. Companies
frequently ensured employees a job for life, issued regular paychecks, and provided an
anticipated pension upon retirement. This implied contract of loyalty-for-service forms
the foundation of corporate paternalism.
Corporate cultures are on the brink of major transformation. The cultures of most
organizations are changing as a reaction to the increasing demands of the workforce,
technological advances and competitive forces. When asked of the existence and
opinion of a paternalistic culture, the organizations and individuals interviewed for this
study consistently replied that guarantees of employment are no longer possible.
CORPORATE RESTRUCTURING AND DOWNSIZING
Corporate downsizing is a prevalent means of decreasing costs and maximizing
profitability. The majority of the managers interviewed experienced lay offs of varying
magnitudes within the past twelve months. None of the interviewees referred to the





surfaced, indicating that paternalism in the workplace is losing its popularity.
In several organizations the economy, restructuring, the elimination of duplicate
work efforts, the obsolescence of product lines, and technological advances were
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named as contributing factors to the loss of jobs. One of the nine organizations
interviewed embraced a paternalistic culture, however, the interviewee preferred to refer
to the culture as a culture of mutual respect and loyalty. Nevertheless, the apparent
transition from a paternalistic culture to a culture closely resembling a pay-for-skills
environment is evident. This transformation could not have occurred without the
breaking of the psychological contract. This seems to impact the manufacturing and
service industries alike.
Recent trends in managing excess costs have created a very real dilemma for
many organizations. People and jobs have become a major focus of cost reduction.
News reports of planned reductions occur almost daily. The dehumanizing nature of
their efforts is revealed by their concentration on ways to eliminate the costs of their
most senior, and therefore, more expensive employees. The terms layoffs, cutbacks,
reduction-in-workforce, zero-based budgeting, outplacements, delayering, and
downsizing have all become familiar labels and have hit close to home. Corporate
America's reliance on contract and temporary workers continues to grow. The
insecurity of employment and the breaking of the psychological contract have driven
employees to embrace the concept of free agency. This emerging workforce is
demanding more of the organization, and shifts its loyalty from the company in which
they are assigned to the career field in which they represent. If the organization is to
create a new employee-employer contract (the loyalty contract), then the compensation
and benefits currently in place will need to be analyzed to determine if they are as
effective today as they were for the past few generations at providing the sense of
security that the employees require.
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The overwhelmingly popular company strategy focuses on the short-term gains
from workforce reduction, while clearly understanding the effects on the workforce and
its long-term implications. Our society seems to be driven by the quick-fix mentality
rather than a commitment to the long haul. Pressured by shareholders and Wall Street
to improve stock price, or simply to rapidly improve profitability, some executives break
the implied loyalty contract by cutting staff, fully comprehending and anticipating the
erosion ofworkplace loyalty and trust.
THE BREAK OF THE PSYCHOLOGICAL CONTRACT
When questioning the implications associated with the breaking of the
psychological contract, a common theme is noted. The impact on motivation and loyalty
was a spontaneous response among interviewees. The negative impact on employee-
employer trust seems to frequently surface.
In an attempt to determine the impact of the breaking of the psychological
contract, downsizing, the effects of job insecurity and the economic need to work is
examined. In this study, the measure of job attitudes is based on work effort. A
common response among interviewees suggests that high job insecurity coupled with
high reliance on work (A weak job market in the worker's field), resulted in increased
work effort following a layoff. High job insecurity coupled with low need to work (a
strong job market in the worker's field) resulted in no change in the level of work
produced. This seems to indicate that when there are high levels of job insecurity, as
would be expected during downsizing, employees with a high need to work will increase
their work effort, while those with a low need to work will have no change in work effort.
In short, the restructure of the organization appears to have various levels of impact on
organizational effectiveness depending on the job market within a similar industry.
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EMPLOYEE LOYALTY AND TRUST
All of the participants in this study identified the employee's loyalty to the
organization as an essential component to the success of the company. One
interviewee even went so far as to say that employee loyalty should have a place on the
company balance sheet referring to the employee's loyalty as one of the company's
most valuable assets. On the other hand, all of the interviewees agreed that the loss of
jobs and corporate downsizing played a significant role in the deterioration of the
employee-employer relationship and the loyalty associated with this bond. In the words
of one of the interviewees "loyalty cannot be demanded - it must be offered freely on
both sides; howeverwhen companies start working for the stock analysts and the
employee becomes dispensable, employee loyalty goes out the window (B040901
101)."
The interview responses include many factors perceived by the interviewees as
contributors to employee loyalty, which include: equity, security, good management,
integrity, empowerment, good communication, benefits and personal support. In the
words of an interviewee, "one of the significant roles ofmanagement during downsizing
is the restoration of loyalty".
There is a possible direct connection between employee loyalty and
organizational performance. Maintaining employee loyalty in the midst of
organizational downsizing seems to be a challenge facing a vast majority of the
managers interviewed.
When asked how to restore loyalty during these difficult times the consistent
response was "open and ongoing
communication."
Many of the organizations
interviewed conduct communication meetings with their employees, have "open
door"
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policies and regularly communicate the goals and objectives of the organization to their
employees.
THE TEMPARARY / CONTACT WORKFORCE
Many of the organizations rely on the use of contract and temporary workers;
however, none of the interviewees spoke of the contract workers in terms that would
associate them with their
"own"
workforce. The retention of this workforce does not
appear to be a priority, and few efforts are made to grow and develop these individuals.
A few organizations appear to dangle the promise of
"permanent"
employment and its
health insurance benefits and stock options in front of temps for years, yet never make
the promise a reality. When asked whether there is an anticipation of an increased
reliance of contract and temporary workers, the consistent response from the
interviewees is, yes, the primary reason is the reluctance to grow the organization's
payroll. It was surprising to learn that in spite of the reported growing dependence on
contract workers, increased efforts are not being made to attract, attain and retain a
highly skilled contract workforce. Turnover and retention was identified by these same
managers as being essential to the success of the organization. According to Pink
(2001), temporary workers account for only 10 percent of the free agency workforce.
Pink suggests and the interviewees of this study confirmed that for these workers "the
pay stinks, the income is uncertain, and the benefits are
nonexistent."
In many cases,
we can find a temporary employee working along side a permanent employee, doing
the same work, but whose employer classifies him or her as a temp to avoid providing
health insurance, a pension, and stock options. In several interviews, the
managers
were not ashamed to admit this.
EMPLOYEE RETENTION
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The majority of interviewees linked employee retention with organizational
productivity, efficiency and profitability. Based on the fact that there is a significant cost
associated with training employees and enormous value in work experience,
organizations that fail to retain their employees seem to suffer a substantial loss.
According to Pink, "If the paternalistic culture is diminishing, a new social contract
will need to take root within the organization - a contract that will attract and retain
qualified individuals to do the job (Pink, 2001, pg.102)". Unfortunately many
organizations break the psychological contract before rooting the new social contract
within the organization. This results in dissatisfied employees seeking to jump ship.
According to one interviewee, "when the organization fails to manage turnover,
productivity is hampered and the success of the company is in jeopardy". Retaining the
workforce is becoming more difficult for managers to accomplish.
One of the keys to maintaining and improving productivity is the control of
turnover. As discovered through the literary review, turnover dramatically impacts
company productivity. This is especially felt in lean organizations. The organization
usually absorbs the costs experienced when an employee leaves an organization.
These costs include all of the training, skills, experience and team effectiveness. When
an employee moves from organization to organization, as with the mobile nature of the
free agent, there are many costs associated with the move,
which the organization must
absorb. It is important to realize that salary requirements and training costs are not the
only burden the organization experiences with the
movement. During transfer or
resignation of an employee, the levels of productivity are
lower. This point is noted
throughout the content of this study. Prior to a move, an employee may be devoting
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much of their attention to a new job search. While dissatisfied in the current job, the
levels of productivity are likely to be lower. There is also a significant disruption to the
team members that remain with the organization. There are associated costs with the
process of separation, administrative paperwork, processing and documentation.
Several managers expressed that the organization will bear the expense of recruiting
and acquiring qualified candidates to replace the outgoing employee. The training of the
new employee slows production, consumes resources and requires funding.
COMPENSATION
Benefits are also a concern. In the days of outrageously priced medical
insurance, employees cannot afford the lapse in coverage. The free agent must
manage their own benefits to ensure optimal return and security. The organization will
have to analyze the situation and determine a comparable solution to the medical
coverage concerns of the free agent. Medical insurance, as well as the majority of
benefits, must be portable and transferable if they are to attract and retain these
employees. When asked how the benefits of the company have changed over the past
five years, few interviewees reported any significant changes, and no changes were
reported as a result of the changing needs of the work force. The vast majority of
changes were made in an effort to reduce company costs. This provides another
example of the organization's failure to recognize the shifting needs of their employees,
and a missed opportunity to attract the talents of the free agent.
THE FOUNDATION OF FREE AGENCY - LEARNNG
Career development and continuous learning is a priority of the free agent.
Training programs exist within many of the organizations that were interviewed;
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however, the employees essentially initiate training. Few organizations or managers
accepted ownership for the career development of their employees.
The review of literature revealed that the important element to success is to
motivate employees to learn on a continuous basis, accept responsibility for their own
careers and, most importantly, to invest in the employees learning process and
continuous growth. The organization that fails to provide personal growth opportunities
will fail to retain their employees, and the "what's in it for me
attitude"
will lead the
employee to the next opportunity outside the boundaries of the organization. If the
organization fails to manage their turnover, they are likely to fail altogether.
Ever-changing organizations provide life/career -long support for the learning
and developmental needs of their people. This is not simply a "be nice to
people"
strategy. It is adopted because there are clear win-win outcomes for people and the
organization associated with such a strategy. Although most of the organizations
interviewed provide generous educational opportunities for their employees, few take an
approach that focuses on the development of skills and career progression of their
workforce. Tuition assistance is categorized as a benefit rather than a company
investment and treated as an expense to be closely scrutinized.
FREE AGENCYAND THE ORGANIZATION
Some organizations and industries can adopt and implement the concept more
easily than others. In an organization where product or system knowledge is critical to
operation, transformation may be difficult, if not damaging. If the product, knowledge
and skill required for systems and processes have a lengthy cycle of learning, the
concept of a mobile employee (free agent) would be exceptionally hard
on the
organization. In some service industries, the cycles of learning are relatively short and
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can more easily withstand the turbulence associated with turnover. Many
manufacturing jobs, where repeated tasks are performed and training is short term and
temporary, could smoothly adopt new employment concepts. A number ofmanagers
interviewed reported that the churning of employees did not necessarily cause
turbulence within their organization. The disruption occurs when the job responsibilities
are technical, complicated or requiring a large number and variety of tasks. The
organizations interviewed that are more technical in nature described the turnover as
having tremendous repercussions throughout all levels of the company.
Management must expect and accept the mistakes associated with new
employees; however, there are additional costs resulting from these errors. The most
obvious cost impact is that the new employee takes time to come up to speed. The
most common resource in which new employees turn to acquire their knowledge is from
experienced workers, and the loss of productivity while these experienced workers
answer questions translates to additional costs to the organization.
The loss of competitive advantage that results from the experienced outgoing
employee joining the competitor's ranks could also amount to immeasurable loss. A
variety of responses surfaced when the interviewees were asked what actions their
organizations take to ensure employee retention. A competitive benefit package,
salary, work flexibility, training and career development and a focus on the work
environment were the most common responses.
Increased skill sets and employability are important factors to the
free agent.
Interestingly, few of the managers interviewed seemed to feel that the organization or
management are accountable for the employability of their workforce; however,
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according to Pink (2001), increased employability is what motivates the free agent. The
new element that the employee must contend with is that employability now means
continuous learning. The value of certificates, diplomas and degrees are now
outweighed by the know-how and skills the employee adds to their "toolbox." The
variety and degree of the employee's talents, skills and knowledge determine the best
candidate for the job. In the past, indications of mobility on an applicant's
resume'
was
interpreted as a negative indicator or lack of stability and dedication. Today, the mobile
nature of the applicant is a blueprint to the experience and exposure the individual has
encountered and perceived as a strength of the individual. Many organizations fail to
include the development of the employee and the increased employability of their
workforce as a tool for employment retention. Several interviewees identified the fact
that free agency can work within their company, provided that the organization is able to
retain these workers; however, few interviewees mentioned skill development and
employability as an approach to retaining this evolving workforce.
When asked the question aboutwhether free agency is right for all industries and
organizations, most interviewees agreed that free agency could work regardless of the
industry provided that mobility is minimized. Some respondents believe that a
significant opportunity exists for the organization to obtain the tailored skill sets required
to do the job. This could provide a win-win for the employee and the organization.
Those that oppose the concept of free agency believe that free agency promotes
self-
interest. In one example, the interviewee compared the corporate world to professional
sports. "Following free agency in the sports world we find that it is difficult for players to
remain loyal to their home team and they become driven by the high finance of the
Free Agency 82
game rather than the outcome of the team as a whole. There are definite parallels here
to the corporate workplace (F031201
118)."
The interesting observation is that although the majority ofmanagers claim to
recognize the benefits of free agency, few have implemented the organizational
changes necessary to attract and retain them. Unless the free agent is satisfied with
their growth potential and skill development within the organization in which they are
working, they will not be satisfied with their job. This will cause the free agent to move
on, thus creating an expense to the organization. Pink (2001) agrees, "if the
organization depends heavily on the economies of scale, then consistent turnover and
so forth will drag down efficiency because new people will have to learn and relearn all
those supposedly efficiency-inducing processes (G04070178)". Again, the key seems
to be employee retention, and therefore the success of the free agent is at the expense
of the organization if the organization fails to revise its organizational culture to meet the
changing need of the mobile workforce.
The vast majority of organizations associated with this study demonstrate that
although they may be aware of the changing needs of the workforce, few have
reengineered their systems, strategies or processes in a manner that nurtures free
agency.
In a recent study conducted at Hewlett Packard
reported by Hesselbein,
Goldsmith and Beckhard (1997), at the request of employees, HP formally endorsed
and approved alternative work schedules. After an extended period of time, HP
reported that the results of the controlled study indicated the
following:
1 . Overtime was reduced by 50 percent.
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2. Productivity -transactions per day - exceeded that of colleagues
who remained with typical five-day, eight-hour scheduler.
3. Customer satisfaction and employee satisfaction increased.
These results are astounding. Not only are the schedules flexible, the location for work
can vary as well. Technology makes it possible for employees to work from remote
locations, telecommuting and videoconferencing. Some interviewees disagree with this
concept claiming that smaller companies or organizations providing a service to their





A few organizations have seen an increased level of creativity resulting from the
onset of free agency; in most cases the creative contributions are credited to the
flexibility of the workplace, and having the right people to do the
job. Free agency has
not evolved to its fullest potential within these organizations; yet, all indications seem to
suggest that it soon will. The concept of an increase in innovation and creativity
stemming from the experience and
knowledge of the free agent is accepted and
anticipated by all of the interviewees, however, the
concept is in its infancy and not yet
credited for the benefits brought to the organization.
THE NEW SOCIAL CONTRACT
It is particularly interesting that
numerous authors and professionals
advocated a new "Social
Contract"
and predicted improvements to employee
satisfaction as a result of these new contracts. The
research on productivity links
employee satisfaction and retention to efficiency and
the level of productivity; however,
not one study correlates the free
agent concept to the organization's
profitability. The
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shift from the traditional psychological contract to the "social
contract"
will be at a
significant expense to the organization. The key is to expect and understand that the
return on investment will not occur overnight. There will be a lengthy period of time in
which productivity, morale, technical know-how, trust and loyalty all decline, directly
impacting the quality of goods and services, and, in turn, the level of customer
satisfaction.
Based on the literature review and the study observations, a new social contract
and a free agent concept could be beneficial to the employee as well as the
organization. An individual who maintains the skills that are in demand in the
marketplace have greater negotiating power. The old culture, which involved
hierarchical structure and limited opportunities for advancement, hampered the
employee's growth and development. The free agent concept opens many doors,
exposing the individual to a greater number of opportunities and more variation in the
tasks and responsibilities of the job. They can take responsibility and control of their
own future and focus their efforts in directions consistent with their interests and
enjoyment.
Transformation from a culture, which consists of a psychological contract to a
new culture of the free agent, cannot be accomplished without the skill and know-how of
professionals. The culture of the organization is near and dear to the hearts of the
employees. Education, communication, and involvement of the employees are vital to
the success of change.
Many of the authors quoted herein talk of
"saving"
jobs as an important thing.
Jobs can't be
"saved,"
except at the price of holding back the economy and sacrificing
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general prosperity for individual security. Demand creates jobs, and when demand isn't
there, the jobs disappear. Jobs disappearwhen markets change or when technology
raises productivity. As we have seen, we can anticipate more changes in markets and
technology. However, should we fight advancements in technology just in the interest
of saving jobs? Bankers lose jobs as the popularity of the automatic teller machines
take hold. As a result of direct dialing, telephone switchboard operators are in less
demand. Farmers, factory workers, and professionals in hundreds of occupations have
lost their jobs as a result of the increase in technological advancements. Many authors
argue that although new jobs are being created, they are usually lower in pay with fewer
benefits.
LEADERSHIP
Leaders of today's workforce need to redefine top management's role, replacing
the obsolete strategy-structure-systems doctrine with a leadership philosophy built on
purpose, process, and people. (Champy and Nohria, 1996)
According to Champy and Nohria, creating an
individualized corporation does not
mean stripping the organization of
all its formal systems, policies, and procedures. It
does require redefining them so they support, rather
than subvert, top
managements'
ability to focus on the organization's
people. Top management can:
reduce its reliance on strategic-planning systems by influencing
the
organization's direction through the development and
deployment of key
people;
lighten the burden of control systems by developing
personal values and
interpersonal relationships that encourage self-monitoring;
and
Free Agency 86
replace much of its dependence on information systems by developing
personal communications with those who have access to vital intelligence and
expertise.
KNOWLEDGE
Leaders must facilitate learning throughout the organization. The free agent
places a great deal of value on the development of skill sets. Continuous learning
benefits the organization, as well as the employee, especially in today's knowledge-
intensive industries. "Jamie Houghton, retired CEO of Corning, makes an interesting
point about knowledge: If Corning takes one pound of glass and turns it into a Corning
dinner plate, the glass sells for 90 cents per pound. But if Corning turns the same
amount of glass into optical fiber it sells for $550 per pound. The difference is
knowledge."
(Wind and Main, 1998, pg. 78) The simple product's value increases by
applying a high level of skill and creativity, in this case by more than 600 times. When
We learn to add more value to products and processes by applying skills and
knowledge, the more important it becomes to learn and to learn how to learn.
Today, the knowledgeable worker is the company's greatest asset, bringing
greater return on investment to the company than land, equipment, and capital. This
means that the organization must enhance the investment in the employee's education
and training to remain competitive.
Knowledge results from education and experience. The concept of free agency
centers on the acquisition of knowledge. Successful implementation of free agency in
the workplace is essentially building a "learning
organization"
in which the employees
and the company will benefit.
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CONCLUSION:
Technological advancements contribute to the rapidly changing business
environment. Large dominant corporations are closing their doors as a result of
obsolete processes and the inability to compete in the global market. Technology also
redefines the nature of work. New skills are required to complete tasks and simple
routine tasks are now automated. The result is an overwhelming reorganization of
corporations that leaves many workers displaced and often unemployed.
The concept of free agency brings both opportunities and challenges to workers,
the opportunity of career ownership and the challenge of learning new skills.
Through the process of this study, it is determined that, although management
may recognize and understand the changes necessary for success, few have
implemented organizational structure or cultural change. The result is an increase in
employee turnover and a loss of production.
Although the vast majority of organizations seem to value their employees,
downsizing and layoffs demonstrate that job tenure is not necessarily a factor in job
security.
A new approach to attract, retain and maintain employee is essential to the
organization and knowledge acquisition is critical to the employee. It is critical for
leaders of this new workforce to recognize the gap between the needs of the free agent





Increased competition is driving many companies toward the concept of free
agency. High technology companies have increased the urgency to form new
relationships with their employees. Intel was one of the first companies to move
towards the concept of free agents, believing that maximizing job satisfaction and
career opportunities for employees can lead to higher productivity. Intel determined that
it had to redesign the traditional relationship when the decision to end its efforts in the
dynamic random access memory (DRAM) business forced the company to cut its work
force by 30 percent and shut down eight plants in 1985. Intel had historically focused
on individual ownership for career development and had never had a no-layoff policy.
The downsizing led to more significant changes in the employee-employer relationship.
Since that time, Intel believes in its "own your employability
career"
philosophy,
believing that the development of their employees has to keep up with changes in
business technology.
Through the process of appreciative inquiry, several questions surfaced. When
an organization is considering abandoning the traditional security, of the
psychological
contract, which has kept theirwork force in tack throughout the existence of the
organization, they seek the answers to several questions. What will be the cost
requirements for training the new employees and the employees that
remain with us?
What will be the impact on productivity? What will be the return on my investment?
How long will the transition take? How will we retain our new
workforce and at what
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expense? What will be the impact on the bottom line? How soon can we expect a
return on investment? Unless these questions are answered, and answered to
management's satisfaction, they would not be comfortable in making the commitment
and allocating the expenses required to make it possible. This is the problem
experienced by many organizations. Attracting, acquiring, training and motivating a
work force cannot be accomplished overnight. Organizational cultures take time to
breakdown, change, and reset. The implications associated with change prevent
immediate results. The answers to these questions are difficult to predict, difficult to
answer and impossible to guarantee. Organizational forces will fight each other. The
demand for immediate results, the necessity for profitability, and the time required for
transformation are at odds. Research must continue to study the impact of
implementing a free agent concept, the time required to implement the change, the
costs associated with the change and the benefits to be gained. The organization can
then determine if they have the management structure in place that can understand,
support and withstand the process of change. They can determine if their current
position in the marketplace and economic standing can survive the transition and can
afford the costs associated with the change. Management can determine if the time to
implement such a change is now.
Future research, which examines the costs associated with transitioning from the
psychological contract culture to a culture of the new social contract with the free agent,
would greatly benefit corporate America, the independent employees,
and the
stakeholders of these organizations. It is understandable and believable that the new
concept will result in increased employee satisfaction, which translates to increased
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customer satisfaction, more revenues and greater profitability. What needs to be known
is the expected time between the initial investments and the results. Not all
organizations are large enough and have the experience to implement such a change or
have the financial resources to weather the transition period. Costs and time are key
factors preventing the adoption of transformation and new concepts.
So the question remains: Can the skill, mindset and loyalty of the free agent and
this new culture increase the profitability of the organization while simultaneously
developing and growing the careers of their employees?
The answer is in the amount of investment organizations are willing to make in
the development of their employees, the amount of time and patience they are willing to
devote to the process of transformation, and the quality of the new social contract. The
free agent will have different needs than the needs of the employees of the old culture.
It is imperative that the organization recognizes and understands these needs,
structures a compensation package consistent with the interests and values of the
employees, and provides the resources for continuous learning. In the meantime, Daniel
Pink (2001) suggests that organizations start to treat their existing workforce as free
agents and understand that the needs of the employees are changing.
The research into the concept of the free agent is relatively new. The idea of an
employee owning his or her own career basically results from the aggressive
restructuring of corporate America and the need for ensuring
employability. Although
several sources have studied the impact of the downsizing on productivity and
efficiency, few have actually attempted to measure the mobile
employee's impact on
company profitability. Research into career development has
taken many approaches.
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Theorists have for centuries applied various concepts to career progression and the
relevance of congruence in the workplace and job satisfaction. These various theories
most closely resemble the concept of the free agent. The idea of the free agent, from
the organizations perspective, was seldom analyzed in an approach other than from the
recognition that the needs of these employees have changed and that the employer
must now seek new methods, benefits, compensation and motivators to retain its
workforce.
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How has yourworkforce changed in the course of the last 12 months?
The most obvious change is that we have significantly reduced our head count. Our
last layoff impacted over 300 employees from our Rochester facility alone, 1200 nation
wide. We have a larger team of contract workers, which are basically here to support a
few large projects that we have yet to complete, and will hopefully be relocated to fill
various needs within our organization.
Are these contractworkers filling positions thatwere previously held by full-time
permanent employees?
In some cases. Many of the positions are vacant as a result of voluntary layoffs. In
these cases, the permanent employee left the organization on a voluntary basis at a
time when the responsibilities of the position were essential to our operations. In these
cases, we did fill a few of these openings with contract workers. The vast majority of
contract workers were sought to help with the transition ofworkloads and to wrap up a
few projects that should ship by the end of the quarter.
How many contractworkers do you currently have working for your
organization?
At the present time we have a little over thirty contracted workers.
Do the contractworkers qualify for any of your company benefits or
incentives?
No.
Do you believe that your reliance on contactworkers will increase?
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Due to the fluctuations in our sales, I do not see that we will be in a position to increase
our permanent staffing in the foreseeable future. It is imperative however, that we
continue to meet our commitments to our customers, to maintain our on-time
performance and produce enough products to meet
customers'
demands. In order to
accomplish this, we will need additional help during peak seasons. Historically, this
help is only required for three or four months out of the year. We cannot afford to carry
all of the employees required during these peak times throughout the "down times". So
the answer is yes, I believe we will continue to rely on contract workers.
Have you seen an impact on the company's level of creativity, productivity,
efficiency and quality of product as a result of these changes to the workforce?
I understand what you are alluding to. I like to believe that our core competencies
remain intact. There are unavoidable setbacks encountered with a downsizing effort. It
takes time to rebuild the teamwork and pride associated with working for a successful
business. One of the most frequent complaints I hear is that we are giving more
responsibilities to people who already have a full plate on their hands. There are going
to be mistakes, people make mistakes. There is a cost associated with these mistakes
and potentially an unsatisfied customer. It's a necessary chance we have to take since
downsizing was a result of a decrease in business; therefore, there was less work in
house to complete.
Have you seen a change in the corporate culture?
Yes. There is a lot of understandable uncertainty. People seem more appreciative of
the fact that they are employed because they spent a few sleepless nights wondering if
they would have a job the next day. The conversations around the coffee pot changed.
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I'm sure management takes a beating! People are on guard. Some lie low and try to fly
undetected, others suddenly become very visible and indispensable. Communication
between management and the workforce is strained and often avoided during these
times. I believe that many managers are uncertain of the upcoming changes
themselves, and avoid making commitments or projections at the request of the
employees. As a result, communication suffers.
Are these uncertainties and the appreciation of employment a benefit to the
organization?
In most instances, no. Yet, people do tend to work a little longer and harder to boost
their performance and to add value to what they contribute to the company. In these
cases, sure, the organization benefits. However, morale is a powerful tool. Motivated
and content workers produce better. If the anxiety over the unknown is impacting
motivation and productivity, then the change in the culture is a negative one. The
negative implications far out weigh any benefit to the organization.
Is loyalty dead?
I certainly hope not. The success of the organization is in everyone's best interest. Any
changes made were in the interest of succeeding in the competitive marketplace. If the
organization fails, we all fail.
Has the recent downsizing impacted the level of trustwithin the organization?
Definitely. I can tell you first hand that many of the individuals who were
impacted
during this recent layoffwere individuals who never saw it coming, and it came as a
surprise to many of our employees who weren't
affected.
Then in a sense, I guess they were affected.
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I'm referring to the individuals who did not lose their job.
Is it possible to have loyalty in the absence of trust?
It depends on how you define loyalty. If loyalty is a reflection of commitment then sure,
you can be committed to an organization while at the same time being unsure what lies
ahead. I see loyalty from our contract employees. In spite of the fact that their
assignment with our organization is temporary, many are loyal to the organization. In
general, people want to do a good job. They want to contribute and be part of
something bigger. They remain loyal to their jobs and committed to doing what they are
hired to do.
Have you seen a shift in the mindset of the employee, moving towards a "what's
in it for me attitude"?
Yes, however, I think the economy and the job market have more to do with this
mindset than our restructuring. When jobs are plentiful, employees tend to demand
more from their employers. When jobs are scarce, employees tend to take what they
are offered.
Many authors have pointed out that there are a significant growing number of
employees who are taking ownership of their careers (Free agents) and becoming
more focused on developing and growing within their field than with one
particular organization. Have you experienced any of these phenomenons within
your organization?
If it exists, I am unaware of it. On-the-other-hand, I do know
thatwe have a tremendous
number of resumes circulating out there from our
permanent employees. Perhaps the
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situation is the result of an attempt to gain control over their careers and provide some
stability and security.
Do you conduct exit interviews with employees who leave on their own will?
It's standard practice for Human Resources to interview employees as they leave our
organization. It has proven to be an informative process, which resulted in many
changes throughout the organization.
Have benefits had to be revised to attract, attain, and retain employees?
Unfortunately, we recently reduced the benefits that our employees receive. The
increase in the health care benefits were too significant for us to absorb which forced us
to cut back on our health care coverage. In addition, we've decreased the number of
sick days an employee receives each year. Absences impact the organization to a
greater extent when working with a leaner organization.
What impact did these changes have on the employees?
They put us at risk for losing good employees. We have to compete for our talent and
reducing the value of our benefit package makes us less competitive.
Managementwas willing to take that risk?
We didn't have a choice. If these changes weren't made then more jobs would have
been lost.
Now that you have lost many experienced employees and hired several new
contractworkers, what does your training program look like and how has it
changed as a result of the restructuring?
We place a lot of emphasis on training. Each incoming employee is assigned a mentor
who is responsible for keeping the momentum of the training program going. We
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conduct periodic evaluations to measure performance and identify areas in need of
additional training. We provide a number of resources and referrals to compliment the
on-the-job training.
Do you do this for contractworkers as well?
In most cases, no, due to the temporary nature of the position. The majority of training
for contract workers occurs on the job. Keep in mind that most contract positions are
clerical with a fairly short learning curve.
How do you see the role of the Human Resource Department changing within the
next few years?
It wouldn't surprise me to see many of the responsibilities outsourced. Currently, we
are outsourcing payroll. I could see benefits and training outsourced as well. Most
importantly, I think the role of an HR professional will become more closely linked to the
strategy and objectives of the organization. Our Vice President of Human Resources is
currently a member of our executive committee. This is a recent change and a sign that
the organization's efforts and the role of the Human Resources Department are
interdependent.
Where do you think you will be in five years?
Retired.
Where do you think "the
organization"
will be in five years?
I strongly believe that we have a solid plan for the
company's growth and a competent
management team. I expect the company to grow by ten percent each year for the next
five years.
What will your workforce look like in five years?
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Technically stronger, proud of their accomplishments, with greater diversity and
experiences. We have an aggressive agenda ahead of us, and it will take team effort
and hard work to accomplish our goals. When the company grows, each employee will
grow as a result. I think we've had some hard adjustments to make; however, I think
we're stronger than we've ever been.
Interview B
Has your organization experienced any changes to its workforce in the past
twelve months?
This past yearwe acquired another company, which increased the number of people we
currently employ. In addition, we are interviewing candidates for several open positions.
This seems unusual considering the number of local manufacturers that are
downsizing. Why do you seem to be the exception to the rule?
Many of the larger companies have downsized their maintenance departments. This
action increased our opportunity to secure preventative maintenance contracts and
focus on strengthening our service department.
In otherwords, these organizations have opted to contract the workers to
perform the work originally accomplished by their own employees?
It doesn't make economical sense to service the large variety of equipment in house.
It's virtually impossible for anyone to become
an expert on all makes and models of
equipment used within the facility. Contracting the service to the specialists ensures
that the equipment is properly maintained and that the
organization pays only for the
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time and material required to do the job. It's a win-win. It saves their organization
money and it opens the door for additional business for us.
Do you use contract workers within your organization?
In a few isolated cases. In general, we hire through temporary staffing agencies with
the understanding that the assignment will be a three-month assignment. At the
completion of the temporary assignment, we hire the individual on our own payroll. This
allows us to make sure we have the right candidate for the job. The agency screens the
applications and resumes, and coordinates the interview process. It helps to expedite
and streamline the hiring process.
You don't hire long-term temporaries?
We do not make a practice of maintaining an employee through the agency for longer
than ninety days.
Does the "employee for
life"
attitude existwithin your organization?
There is an obvious sense of security. We have been on the buying end of the
acquisitions, which sends the message to our employees that we are growing and that
business is strong. We placed a lot of emphasis on communicating our vision to our
employees so that our growth and business ventures are anticipated and expected.
When a buyout comes to fruition, employees perceive our efforts to be in line with our
vision and objectives.
Would you say you have a paternalistic
culture?
We have an unusually high retention rate. I like to
believe that our retention is because




them a job, but with the mindset that they are professionals that
are competitively compensated for their work.
Is the senior employee's rate of pay based on their years of service or the skill
sets that they bring to the table?
A combination. I think there is a direct link between the number of years of service and
a person's skill and experience. People learn by doing, a senior employee brings the
technical know how to the table. The longer an employee is with the organization the
greater their skills.
Is there an incentive for employees to enhance their skills?
Our vision and mission statement notes that we strive to have the best trained and
committed people in the marketplace. We provide 100% of tuition assistance for formal
education and take a close look at training and education initiatives when evaluating our
bonus and reward systems.
Are the employees responsible for their own career development?
We have a shared ownership. The responsibility is primarily in the employee's hands
with a commitment from the organization to provide the resources and the responsibility
of our managers to provide the motivation, recognition and rewards.
If I understand you correctly, your organizational structure supports the
philosophy that tenure is valued and compensation is a toll to compete for the
best employees, correct?
There is a significant cost associated with employee turnover. The retention of our
employees not only ensures that we continue to develop and nurture experience within
our organization, it keeps our technologies, experience and product information out of
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the hands of our competitors. We frequently have the competition calling on our
employees for job opportunities. I believe they are seeking the experience that they
failed to develop in house.
What is your recipe for retention?
First, you have to find the right person for the job. It's impossible to retain an employee
who either doesn't have the skills to accomplish the required tasks or is over qualified
and will quickly get bored in their position. We must provide rewarding, yet challenging
careers, develop a comprehensive benefit package and invest in the employees training
and development.
It appears that you have a high level of loyalty within the organization. How
would you describe your perception of the organizations level of employee-
employer loyalty?
I think the organization's relationship with its employees is successful because we value
what each individual brings to the organization. Loyalty cannot be demanded
- it must
be offered freely on both sides; however when companies start working for the stock
analysts and the employee becomes dispensable, employee loyalty goes out the
window. I think we understand this concept and do everything in our power to avoid
making this mistake.
Interview C
What changes has your organization seem in the past twelve months?
We experienced a surge of business that tapered off towards the end of last year. We
have added a layer ofmanagement
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Have you experienced any lay offs?
We tried for a length of time to hold on to our employees whether or not we had work for
them, and that caused a substantial drain on our profits. Eventually, we did have to let
a limited number of people go. We had over staffed in anticipation of the much-hyped
Y2K work. As soon as the New Year passed, the tweaking and upgrading of systems in
preparation for "the
bug"
died right off. We were over staffed.
What criteria did you use to selectwhich employees would lose their jobs?
Attendance and past work performance (performance appraisals), technical skills,
billable hours (employee efficiency and productivity), and the scope of the projects we
had yet to complete.
Does seniority help secure an individuals employment status?
Not necessarily. Ifwe have to dig deeper than poor attendance and poor performance,
we would evaluate the skills of the employees. Being a technical consulting firm, the
skills of an employee are critical. We have several consultants who work from our
client's job sites. In the event that the client no longer required our services, than the
position would be eliminated.
How do you go about attracting, attaining and retaining your existing workforce?
Low turnover makes a successful company in our industry. Turnover is expensive and
hard. You lose revenue because new people aren't billable right away, and your
reputation with customers is impacted because you do not have a reliable source of
consultants. We offer a generous health care plan, free dental insurance, tuition
reimbursement, revenue sharing, stock options, and
$1000 referral bonuses.
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I would suspect that in your industry you see a lot ofmobile employees (Free
agents) that seek growth opportunity within their career field, often looking
outside of your organization. Is this the case?
This is probably more the case in this industry than in any other. Their skills are in high
demand. Companies are competing for good help. Employees like to learn new
systems and software to keep their skills polished and their resumes fresh.
Are they offered the opportunity to learn these skills (new systems and software)
within your organization?
To a certain extent. We pay tuition for our employees to continue with their education;
however, the traditional education setting can't compete with on hands training and
experience. We, as a company, can't be all things to all people. We have a large
number of products and languages that we support, however, there are a lot of
products that we consciously decided not to pursue (primarily the least popular ones).
Employees tend to want to move on once they become proficient with a particular
program.
Do your employees own their own careers?
Sure. We strive to retain them, however, we can only do so much. There may come a
time when a particular employee demand more than we are willing to provide for a given
set of skills. When this is the case, we go our separate ways. Hopefully the case is that
we are the best company to work for. Keep in mind that our product is
our people; we
bill our customers at an hourly rate for the services they perform. Some employees
seek to secure the consulting work as independents
and charge a similar rate (yet the
proceed end up in the consultants pocket
rather than the organizations). The downside
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is that they are also liable for their work, have to carry their own benefits and continue to
fill the pipeline with work to be performed (market their services).
What type of demands do you see from these employees?
The most popular is that they prefer to set their own hours. They like a flexible
schedule.
Can you accommodate this request?
We have a very flexible schedule. The only limitation is that we have to be available
when the customer wants and needs us. Not only are schedules flexible, the location
forwork can very as well. Technology makes it possible for employees to work from
remote locations.
Have you had to modify your benefit package to attract employees?
The only real change that was made was the
"vesting"
required for our revenue sharing.
If the employee had to wait seven years to become 100% vested, they associated little
value to the plan. It wasn't instrumental in retaining employees. Itwas more attractive
to have a sliding scale (the longer you are with the company, the larger your
percentage).
Do you think this perception is due to the mobile nature of the employees within
your industry?
Employees don't plan on staying with any one particular organization forever. We've
gone through three owners within the past five years. Change within this industry is an
expectation.
Is change a good thing?
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It depends on whom you ask. In this field, if you don't like change, then you are in the
wrong profession. New products are released everyday. Revisions and upgrades are
unveiled before we've had the opportunity to learn the previous version. Companies are
buying and selling, and the technology market has been a roller coaster. Whether
change is good or bad is irrelevant, it's a way of life. In fact, it's what keeps us in
business.
How so?
The organizations that we support couldn't possibly maintain the training and skills to
keep up with the pace of change. They rely on our services to support their efforts.
Interview D
Has your organization experienced any changes to its workforce in the past
twelve months?
Your timing for this question isn't the best. We are currently restructuring two
departments within this facility. The restructure will most likely result in the loss of jobs.
We do the best we can to minimize the anxiety and to help with job placement for the
employees whose positions are eliminated.
Is the anxiety within the organization obvious?
We get a lot of feedback from supervisors and managers. Tensions are high right now.
We are experiencing an increase in absences and there is an
increase of personality
conflicts. These things are very typical when uncertainty and fear
are so prevalent.
Have you noticed an impact on company productivity, efficiency and quality?
From a measurement standpoint, our on time performance has dropped. It's too soon
to tell if the quality of our product has been
compromised. Typically, we would see an
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increase in customer returns resulting from errors in order entry, pulling the products
from inventory or from shipping and receiving. I suspect that our largest impact would
be in our level of customer service. It's difficult to be genuinely happy to help a
customer when anxiety is in the air.
Is it possible that the cost of losing a customer could outweigh the savings of the
restructure?
It's possible. Here we're talking short-term gain verses long-term loss. Many strategic
business decisions are made based on the short-term results. That's the nature of the
beast when dealing with a publicly held company. Often, Wall Street increases the
urgency of our actions.
It's during these times, more than ever, that management needs to put their skills to
work and help employees through the transition. Communication is important,
reassurance is necessary and motivation is difficult yet essential. Maintaining customer
satisfaction through the transition is very important and is the responsibility of all
members of the organization. Ideally, this restructure should be transparent to the
customer; however, I recognize that this is unrealistic. We need to minimize as much
disruption as possible.
Does your workforce include temporary or contract workers?
Yes it does. Our restructure is not the result of a lack ofwork. We are very busy.
Unfortunately, being busy does not always equal profitability. We made some
significant investments this year. We will not see a return on these investments for
some time. The work needs to be done, expenses need to be reduced and we have to
be profitable.
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Will you be adding additional contract workers after the lay off?
No.
Will you release any existing contractworkers as a result of the restructure?
We are still in the process of determining which positions are essential and which
positions are not mission critical (core competencies). At this time, I do not know how
this will impact our existing temporary work force.
Do you think the restructuring and the loss of jobs will impact the level of trust
within the organization?
It definitely has an impact on the sense of security. Can an employee trust they will not
be affected by the restructuring? No. Can they trust that we are implementing these
changes in the best interest of the organization and our stakeholders? Yes. We can
explain our rationale all we want. Everyone will have a different perception of the
changes being made. I don't agree with the entire package; however, I believe that the
changes will give us a better position for the long-term business climate. The last thing
we need is a "them versus
us"
environment. Too many consequences result from that
mentality. We are one team and trust is the driving force behind our success.
What role does your organization play in the career development of your
employees?
We offer tuition assistance for all full-time employees. The employee initiates the
request for tuition reimbursement. Promotional opportunities are posted in a visible
location, and we make every attempt to promote from within our
organization.
So you provide the opportunity, and the employee is responsible for recognizing
the opportunity and initiating the process?
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We reward employees for their efforts. If an employee is striving to further their
education, they are opening doors for a greater number of opportunities.
What efforts have been made to enhance employee retention?
Customers and employees need to be viewed in the same regard. If a customer is not
satisfied with our products and services they will seek them from another source. The
same is true with our employees. If they are not satisfied in their jobs, and do not find
their employment with us rewarding they will seek employment elsewhere. We
frequently hold communication meeting in which we answer any questions the
employees have, listen to complaints, and try our best to improve our relationship with
our employees. In addition, we circulate employee surveys that provide feedback on
their level of satisfaction.
Do you initiate changes in response to the surveys?
Two years ago, we totally revamped our bonus plan as a result of several employee
suggestions. In response to employee suggestions, we changed to casual dress attire
five days a week. The reason we distribute the survey is to improve on the level of
employee satisfaction. We seek ideas, criticism and solutions to the concerns of our
employees.
Do you have a paternalistic or
"job-for-life"
culture?
Retention is important to any organization. When we hire
an individual, we hire them
with the hopes that they are coming on board for the long
haul. We have a long
learning cycle and the cost of training an employee is
extensive. When an employee
leaves our organization, all the training and experience
leaves with them. The important
point, and really the answer to your question,
is that employees remain with the
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organization for as long as the responsibilities of their position remain a necessity and
their performance meets or exceeds our standards. Just because the individual was
hired to do a job, does not ensure lifetime employment. Technology changes all
aspects of our work: our systems, processes and work flow. The life cycles of our
products are shortening and our automation is increasing. Over the past few years,
many employees have lost their jobs simply because their responsibilities have become
obsolete. As long as the skills of the employee are required and the volume of work
remains, the employee is likely to remain on our payroll.
What will your workforce look like in five years?
Technology is dictating the need for stronger technical skills. The requirements of
potential candidates will include stronger computer skills, knowledge of the Internet and
a drive to keep up with technical advancements. Our workforce (both new entries and
existing employees) will have learned a great deal through exposure and training.
Continuous improvement will not only apply to our internal systems and processes, but
to the skills of our employees. I'm sure we will have a smaller workforce producing
greater quantities ofwork than we do now.
Will you have a larger number of contract workers?
We will probably outsource a larger volume ofwork
than we do now. Our core
competencies will remain in house; however, we could feasibly subcontract many of our
support functions and administrative responsibilities. It's no secret that it would be a
cheaper method of running a business. Currently, all
of the employees that you see in
our copy room, Document Control Department,
and receptionist are all employees of
another company. Two years ago the same individuals were on our
payroll. We were
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able to contract the work out, retain the same people doing the same jobs while
reducing our overhead. We've found this to be a successful strategy.
If in five years, the organization increasingly relies on contractworkers, how do
you see the role of Human Resources changing?
I can foresee an increasing need for training and development. They would act as the
liaison between the contractors, to ensure that we have a congruent fit between the
employee's skills and our needs. Incentives and recognition to motivate employee
performance will need to stem from both our organization and the contracted service
provider (the company which actually employs the individual). Human Resources will
need to coordinate the communication, feedback and management to pull it all together.
Interview E
What changes have yourworkforce seen in the last twelve months?
They have witnessed the building of two new facilities and the destruction of three. They
have seen the obsolescence of a product line and the launching of two more. They
have experience a churning of employees and an attempt to unionize our workers.
They have seen highly profitable quarters and quarters that have suffered a loss. They
have seen the loss of some benefits and the gain of others. They have seen some of
their coworkers leave on their own initiative, and they have welcomed new teammates
to take their place.
Do you experience a lot of turnover?
No more than any other company in our industry.
We can only offer an employee so
much before personal financial growth (while doing the same job) is no longer possible.
We have determined wage grade for each position. If an employee remains within a
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particular job for an extended period of time, then eventually the hit the top bracket of
their pay grade and the opportunity for advancement is minimal. They have the option
to seek new opportunities within our organization, or in many cases, they prefer to stay
within their career field (i.e. welding, machining, assembly) and seek opportunities
outside these four walls.
So in a sense you are paying for the skills required to do the job and not
necessarily for the years of service?
It's a combination. We have to assign a value to each position within the company.
Take an assembly job for example. Ifwe were to provide a three percent annual
increase and an employee remained in the same job for twenty years
- we would be
paying well over $50,000 a year for an entry-level position, and a three percent annual
increase is not an aggressive increase. In years past, it wasn't uncommon to find
excessively paid employees in these positions for that very
reason. We spent the past
few years trying to correct that wrong. Businesses cannot afford to provide substantial
pay increases based on tenure alone. This
would drive us out of business.
Is workplace loyalty important to your organization?
There is a direct correlation between workplace loyalty and organizational performance.
Loyalty contributes to the bottom line. In fact, I've heard
others say that loyalty belongs
on the balance sheet next to key assets.
Has the recent downsizing and churning of jobs
impacted loyalty within your
organization?
We did have loyalty concerns last year. And
there is no doubt that our recovery is due
in large part to our strong bond of loyalty that far
supersedes the occasional labor
Free Agency 116
issues that we face. Anytime it appears that the organization considers an employee as
dispensable, it has an impact on employer-employee loyalty, and that's a shame.
Building loyalty takes work. It's important that the employees understand whywe do the
things we do.
How do you explain corporate downsizing and the elimination of jobs to your
employees while at the same time they see the construction of new facilities and
the hiring of new employees?
Most jobs that have been cut through downsizing are jobs that should never have been
created in the first place. Job cuts are mostly the end result of poor workplace planning
- where management has created an excessive workforce. In these cases, job cuts are
necessary and are a corrective measure.
What is your opinion of contract or temporary workers?
They are vital to our organization. The temporary workforce helps us to avoid ending up
back where we started - with an excessive workforce. They help us through our busy
periods and through leaves of absences. They keep our operations running through the
peak seasons and through times of turmoil.
Should they be provided the same incentives and benefits as your permanent
workforce?
Part of the beauty of the temporary or contract workers is that we do not carry the same
cost as with our own employees. They are contracted to do a particular job for a
particular period of time; however they are the employees of the temporary agency or
employment service.
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Do feel believe that your dependence on contractworkers will increase in the
years to come?
We will think longer and harder before adding any employees to our payroll. In the
event that a manager requests additional manpower, we will outsource the work to an
employment agency. Part of our problem in the past is that we were quick to throw
additional people at problems that really stemmed from poor systems and procedures.
We had a lot of duplication of efforts and non-value added work. We are cautious not to
let that happen again. Contracted help will become a growing part of our workforce.
Does the cost of employee turnover apply to the contractworkforce as well?
The total cost of a permanent employee is much larger than most people realize. It
extends beyond base pay and bonuses. The cost of benefits could amount to thirty
percent of the total cost of the employee to the organization. This adds up quickly.
The cost of employee turnover is huge. These costs are not as apparent as the
short-
term gains recognized through the downsizing; however the long-term consequences of
the damaged loyalty are real. Increased expenses of recruiting, training, lost
productivity and customer service lapses
can more than outweigh the money originally
saved. Our temporary workforce is selected to perform
particular projects from start to
finish. In the event that the tasks are proven to be essential to our operation,
consideration would then be made to convert the temporary position to permanent
status; however, this is a lengthy process subject to
much scrutiny.
What will yourworkforce and corporate culture look like in five
years?
I don't think it will look much different in five years then it looks
today. Many of the
changes taking place are to position us
better in the long run. These changes are being
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made with long-term projections in mind. I would hope that as the economy
strengthens, we could continue to reduce our expenses and avoid unnecessary
reactions, such as rushing to hire employees. We are a stronger company today than
we were a year ago, and hopefully we will be even stronger in five years; however, this
will require a commitment to a long-term overview of employment.
Interview F
What changes have your workforce seen in the last twelve months?
We would be in sad shape if I were to respond "the same old
thing."
The rate of change
is increasing rapidly. We departmentalized and built cells and teams of workers that
work togetherwith common goals and objectives. These teams incorporate more cross
training than was possible through the walls (barriers) of our departments. They handle
the scope of the project from start to finish (from quote to shipment). We've created an
open environment free of cubicals and walls where employees can interact and learn
from each other. This helps to familiarize each team member of what the roles and
responsibilities are of their teammates. In addition, and most importantly, the
preferences of the customer are communicated throughout the team. This structure
requires less people to do the same amount ofwork and reduces the cycle time and
lead times of our products.
Was the driving force behind this reorganization workforce
reduction?
Itwas a situation that meant reduced cycle times, improved customer satisfaction, and
cost reduction. It was a win-win scenario.
Were the cost reductions a result of downsizing?
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What we found was that in a departmentalized organization, we had a lot of people
duplicating the same responsibilities. It isn't necessary to have three people from three
departments reviewing the specifications of the order. The specifications should be
reviewed once, and the necessary information communicated to the appropriate people
responsible within the team. When we restructured, we eliminated the duplication of
effort, and by doing so, we discovered thatwe had more employees than necessary to
fulfill the requirements of the job. As a result, we did eliminate some positions.
Would you define your corporate culture as Paternalistic or employees hired in
"jobs for life"?
This had been the case, however, we can't guarantee anyone a job for a lifetime. I do
believe that a person can have a lifetime career at our company. But it should not be a
guarantee. There is huge difference between merit and entitlement. Those that do
sustain a life-long career will have survived on merit and the organization's need for the
skills that employee possesses.
As this culture changes (the breaking of the psychological contract) do you see
any impact on the trust or loyalty of the employees?
We have seen an increase in the number of essential employees leaving our
organization to work for another company. There is a brief period when the morale is
low due to the uncertainty and from dealing with change in itself. We work fast and
diligently to turn this around. Our biggest challenge is that misery loves company.
Unhappiness thrives on unhappiness. If one employee is unhappy, it can spread to
other employees, which makes it even more difficult to turn around.
Is there a cost associated with employee turnover?
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Lost productivity, low morale and additional turnoverwhen other employees watch their
coworkers leave can eat away at our profits. We usually experience a surge in
overtime, which decreases our profit margins as well.
What do you do to increase employee retention?
We are focused on our work environment. When an individual becomes part of a team
in a true sense, they commit themselves to the success of that team. Relationships
form and the pride in the accomplishments of the team motivate its members to greater
accomplishments. Our benefits, wages and work flexibility is very competitive when
compared to industry standards. We routinely review other organizations and
benchmark our offerings to ensure that we remain competitive.
Do you rely on contract or temporary workers?
We recently contacted three shipping and receiving clerks. This was the result of
excess overtime being worked by the employees within that department. At first,
employees typically love the opportunity to earn the extra money; however, sixty-hour
workweeks can only be tolerated for so long. We sought the assistance of temporary
support to all of us to reduce the hours of our permanent employees while maintaining
our shipping quota and on-time performance. This is an example of our reliance on the
temporary worker. Currently I believe we have approximately twenty temporary
employees in similar roles.
Do you anticipate that your dependency on the contractworker will increase?
Certainly, if business picks up.
What determines whether you make a temporary worker full time?
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It's not the individual but the responsibilities that are in need. Ifwe have an opening for
a permanent position with the company, the temporary worker has the opportunity to
apply for the position and potentially become part of our organization. The most
qualified individual will fill the position. Often the contract
workers'
experience and
reputation from their performance as a temporary employee targets them for the
position. Yet, we won't simply turn a temporary position permanent as a result of
outstanding performance.




Employees are certainly a little more bolder than they once were.
What do you mean?
They are more apt to ask for increases, and challenge performance reviews than in
earlier years.
What do you think the reason is?
They realize that they can secure a job somewhere else if need be. They want to get
paid for the work they do and expect to increase their compensation from the prior year.
Since employees have increased their responsibilities, our reliance on theirwork has
increased as well. Employees want to be compensated for their increased efforts and
the value they offer the organization.
There have been a growing numbers of employees who are taking ownership of their
own careers (Free agents) and are loyal to their
particular career field. They seek
growth opportunity from their field verses from
the organization.
Have you experienced any of these phenomenons
within your organization?
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Usually if an employee leaves our company, it is to bring their skills and talents to
another organization. They usually remain within the same career field. We've seen
and used a growing number of freelance workers or consultants. We recently hired the
services of an independent worker to rewrite our employee policy handbook. I receive a
number of advertisements, pamphlets, letters, emails and phone calls from individuals
who are interested in selling their skills yet not interested in joining the ranks of our
organization.
Do you feel this could be a beneficial scenario to the organization?
In some cases, yes. The policy handbook for example was a job that required
experienced and professional insight; however, once completed the services was no
longer required. This was a win-win situation. In most cases, I do not see the benefit of
hiring independent workers. It's hard to create loyalty from an individual who is not a
direct member of your team. Freelancers tend to have their head more in their personal
finances than in the goals and objectives of the team.
How do they differ from the contract workers that you hire through the temporary
agencies?
The agencies manage a selection process to find the best candidate to fill the needs of
the job. The employees work for the agency. Employee-employer issues are handled
between the agency and the employee, and rarely involve
personnel from our
organization. Freelancers (Free agents) on the other hand are often in the
"negotiation"
phase, which requires the skill of our own
personnel.
Is it possible that the reliance of Free agents could help to reduce the costs?
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That is difficult to project. It would depend on the task at hand. Keep in mind that in
most cases an individual could not simply walk in and run with a particular job. Training
takes time. There is also a cost associated with training. There may be reluctance on
the part of our employees to contribute to the freelancer's success. The biggest
struggle that I can foresee is becoming a member of the same team working with the
same vision, goals and objectives. Following free agency in the sports world we find
that it is difficult for players to remain loyal to their home team and they become driven
by the high finance of the game rather than the outcome of the team as a whole. There
are definite parallels here to the corporate workplace
Interview G
I am in the process of reading your book, Free agent Nation. It's a great book and
difficult to put down when reading.
Your viewpoints have me curious about a couple of issues.
Thanks for your compliments on my book. I'm honored that you bought it, relieved that
you're enjoying it, and delighted that you're telling others.
Thanks too, for your smart questions. As it happens, in the very last chapter I invite
readers to send me questions that I haven't addressed. I'll then answer a selection of
them in the paper back edition of the book. I'd like to add your questions to the list if
that's OK with you.
In the meantime, let me take a stab at offering
some quick thoughts.
You asked:
What do you think the impact will be on organizations
that fail to embrace the
Free agent concept?
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Companies don't necessarily have to embrace free agency
- that is, rely entirely on
outsourced workers or contractors. But they do have to accept the reality that many
workers - and nearly all of the most talented workers - are Free agents. My advice
would be to simulate inside the organization the conditions of what it would be like to
work outside the organization. In other words, they should treat everybody like a Free
agent - which essentially means treating everybody like an adult.
As it happens, I've written a short piece that examines this topic. It's called "The Seven
DirtyWords of the Free agent
Workforce"
- and it's available as an e-book for free.
(Believe me, it's worth every cent!).
You also asked:
Do you think that embracing this concept leads to an increased expense to the
organization (i.e. training, quality, productivity, efficiency)?
It depends what you mean by
"embracing."
There has got to be efficiency gains in
assembling exactly the talent you need for the task at hand. On the other hand, if the
enterprise depends heavily on the scale of the economy, constant turnover and so forth
will drag down efficiency because new people will have to learn and relearn all those
supposedly efficiency-inducing processes. Beyond that, though, I'm not sure. I'll think
about it some more.
In the meantime, thanks so much for reading and giving me your feedback!
Interview H
Has your organization experienced any changes to yourworkforce within the past
twelve months?
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Our work structure has changed quite a bit to allow a little more flexibility. Several
employees are working from home one or two days a week. Our work force has grown
approximately ten percent over the last year. The dust has pretty much settled from a
recent merger and people are finding their niche.
When did the merger occur?
Three years ago. The merger was to strengthen our presence in the web development
market.
Was the initiative to provide greater work flexibility at the request of the
employees?
Technological advancements provide the capability to access the same systems and
resources from home that we have in the office environment. We found that employees
can be just as productive from home as they are in their offices, in some cases even
more productive. In most cases, we are able to leave the work schedules and locations
to the discretion of the employees. This is a fairly common practice in our industry.
Have you had any recent lay offs?
When we merged three years ago, we didn't hire all of the employees of the merging
organization. Fortunately, since that time we have been in the hiring mode, verses the
laying off mode.
Do you find that your work flexibility increases employee job satisfaction and
productivity?
It has a noticeable impact on the employee's level of creativity and that's what we are all
about. If the employee can be more creative and innovative from home, than it is to the
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company's advantage to encourage the employees to seek and create an environment
custom to their own preferences which taps their creative talents.
Is the workplace flexibility an attraction to potential employees and a contributor
to the retention of your existing workforce?
I think that at this stage of the game, it's a requirement. Many of the programmers and
designers are used to an environment that allows this flexibility. It has become an
expectation. I think employees would be taken back if they were told that their jobs
were an eight to five, Monday through Friday responsibility. Different people have
different times of the day when they are more productive. Different environments
motivate different types of people. We would have a difficult time attracting and
retaining good talent ifwe dictated their working
constraints.
What is the organization's role in the career development of its employees?
Training is an ongoing effort. We are committed to the
technical advancement of our
employees. We offer extensive training programs, educational assistance and
frequently approve sabbaticals for long-term training
incentives. We assist our
employees with the process of identifying their strengths and weaknesses and provide
the resources required to assist the employee with enhancing
their skills.
Do you fear that the employee may take everything
they've learned (your
investment) and seek employment
outside your organization?
We require the majority of our employees
to sign a will-not-compete agreement.
However, if an employee is seeking
outside employment, then we are doing something
wrong. We strive to retain our employees
through open communication and feedback.
Certainly our financial strength
plays a big role. Our employees know that
we are the
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leaders in the marketplace and take pride in the fact that they are part of a winning
team.
Do you rely on contract or temporary workers?
If there is a particular need, such as graphic design work and a critical time factor, which
we cannot meet with our internal resources, then we will occasionally subcontract the
work to an outside source. These relationships are more of a partnership than a
temporary staffing scenario.
Do you anticipate an increased reliance on outsourcing?
In most cases, sending work outside is a greater cost to the company. Our profit
margins are higher when we complete the work internally; however, we have deadlines
to meet that are taken into consideration when planning our strategy.
If the employees own their own careers (Free agents), would it be correct to
conclude that the employees are of the "what's in it for
me?"
mindset?
The employee's ambitions are in the best interest of the company. Their desire to grow
becomes a reality when they enhance their skills and capabilities. When they enhance
their skills, we as an organization become technically stronger, which in-turn makes us
more competitive. When the company grows, the employees grow. We are selling a
service. Our product is our employee.
Is the free agent concept an added expense to the organization?
Actually the demands of the free agent prompted increased
"investments."
When we
meet and exceed the needs of our employees we are investing in the quality of our
product.
Do you think the Free agent concept is right for all industries?
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What is right for all industries is employee retention. In my opinion the Free agent is no
different than any other employee. If they are satisfied in their jobs, compensated for
their work and provided an opportunity to learn and grow with the organization, then
they will remain with the company. The true expense enters the picture when the
organization is unable to retain their employees.
What will yourworkforce look like in five years?
If the current trend continues, we will be twice our current size.
Do you think that your compensation and benefits will look much different in five
years?
In this market, there are fewer workers with the skills required to satisfy the
customers'
demands. The employees can pretty much name their price. Colleges and universities
are developing more and more people with these skills. The greater the volume of
candidates with these skills, the less they will be able to demand for their work. I
believe that wages will drop; however, this will result in a realistic and fair salary for the
skill and knowledge held.
Interview I
How has your workforce changed in the past twelve months?
We have had a little bit of turnover, yet other than that, we haven't seen much change.
Was the turnover a result of a lay off?
No, it is the typical turnover associated
with the employee's need for change.
Do you experience a lot of turnover?
Not really. With an organization as large as
ours (over 400 employees) some turnover
is inevitable.
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What measures do you take to promote employee retention?
We have a fairly comprehensive benefit package, which includes company matching
stock contributions, pension, healthcare coverage, life insurance, annual bonus, paid
vacation and sick days. The majority of our employees have seen consistent annual
wage increases.
What type of training programs do you have in place?
The majority of our employees receive on-the-job training. I have never seen a request
for tuition assistance refused. We encourage cross training between employees within
departments.
Do you do career paths or career developmentwith employees?
We don't have a formal career development program. We encourage and reward
employees for their efforts, and try to promote from within the organization and provide
opportunities for advancement.
Do you rely on contract or temporary workers?
We have two temporary staffing agencies that we generally work with. We currently
have contractworkers in our stock room, shipping and receiving, Document Control,
Maintenance, and various clerical positions throughout the company. We do not use
contractworkers in the shop.
Is the shop unionized?
No, several agencies avoid placing workers in the light
industrial fields due to the cost
of insurance and liability.
Do you invest any resources in the training
and development of your contract
workforce?
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We fill these positions with the understanding that the responsibilities are temporary in
nature. On-the-job training is the primary method for training for these positions. We do
not provide the same benefits (tuition assistance) for the contract workers thatwe would
provide our permanent workforce.
Is there a benefit to minimizing the turnover of employees in contract positions?
Every time an employee leaves a position, the training cycle starts all over again.
Training slows down our productivity and accuracy. We do our best to retain our
temporary employees for the duration of the project; however, many of these individuals
are seeking permanent placement, which provides the benefits that they are lacking
here. I can't blame them for seeking the security of a permanent job.
Does permanent placement offer
"security"
as in psychological safety or a
job-
for-life?
It offers benefits, which could otherwise amount to a major out-of-pocket expense to the
individual. Many of the temporary employees have no health care coverage
whatsoever.
It is not common to find a large number of our employees with over twenty years of
service with the company. We don't make promises; however, good performance and
the success of the company are interrelated. As long as both (employee and the
company) are doing well and treating each other well, they tend to stay united.
It seems like many larger companies in
our area are restructuring to change the
paternalistic culture. Do you believe there are things to be gained by keeping the
psychological contract in place?
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The longer an employee remains with the company, the higher theirwages will be. This
trend continues and at some point the organization is paying primarily for tenure rather
than for the skill required to perform the particular job. In most cases, there are
potential candidates who are willing and able to do the job for half the pay. Many
organizations cannot afford not to restructure. The economy and stock market are
driving a lot of their efforts.
Our focus is on maintaining our workforce. We value the years of service that an
employee contributes to our organization. We hope we never have to respond to this
kind of loyalty by eliminating the position or by laying off the employee.
How does that employer-employee loyalty impact your level of success?
Ifwe didn't care about our employees and our employees didn't care about us, we
would be out of business. Our work processes and productivity, and the quality of our
product are a reflection of the dedication and loyalty of our employees. Employee
loyalty is earned by mutual respect and commitment. We all have to be on the same
team or we will be working against each other.
How will your workforce look in five years?
We will be the best-trained, most committed workforce in the marketplace. We will have
the best products and the largest market share. Products and processes will be
enhanced and cost reductions will be realized through technical advancements and
working smarted, not through
corporate downsizing.
Is that a guarantee that you voice to your employees?
That is an objective and value held by senior management.
